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Many  who  disagree  with  the  Housing  Amendments  of  2955  express 
their  disappointment  by  voicing  the  wish  that  the  hill  never  had  been 
passed  at  all  and  FHA  permitted  to  end.  Such  critics  do  not  understand  | 
how  extensive  FHA  and  government  financing  has  become  in  our  < 
economy.  For  example,  as  of  the  end  of  on  i-  to  4-family  resi-  » 
dences  outstanding  mortgages  totaled  ^75,5^5  million.  Of  this  amount  | 
$40,00^  million  were  conventional  and  $3^,^^o  million  were  govern-  ^ 
ment  underwritten,  $16,8^0  million  FHA-insured,  $iS,yoo  million  I 
VA-guaranteed.  Even  more  startling  is  the  fact  that  of  the  1,200,000  \ 
dwelling  units  started  last  year,  2^6,30^  units  were  mortgage-insured  | 
by  FHA  and  30^,018  by  V A.  Thus  41^  per  cent  of  all  units  started  in  | 
JP34  were  underwritten  by  the  government.  In  view  of  the  importance  | 
of  the  construction  boom  to  our  economy,  what  happens  to  FHA  and  i 
VA  financing  is  a  matter  of  concern  to  all  of  us.  It  was  obviously  a  ] 
matter  of  concern  to  Congress.  ! 

) 

PRESENT  HOUSING  LEGISLATION  AND  WHAT 
IT  MEANS  TO  THE  REAL  ESTATE  ECONOMY 

( 

bjy  Morns  A.  Lieberman  , 

j 

programs  new  methods  are  tried;  one  is  the 
armed  services  housing  program,  in  which  ; 
a  completely  new  attack  is  made,  and  the  ! 
other  is  the  Home  Loan  Bank  Board,  which  ' 
is  made  independent.  ■ 

Then  there  are  several  existing  programs  I 
which  are  broadened  or  increased  materially  i 
in  size  or  scope.  The  outstanding  example,  | 
which  received  most  of  the  publicity,  is  pub-  ’ 
lie  housing  to  which  was  given  an  increased 
authorization,  with  some  of  the  restrictions  1 
removed.  Another  is  the  college  housing 
program  to  which  were  added  service  facili-  | 
ties  of  various  kinds.  Another  is  slum  clear-  ; 
ance  and  urban  renewal,  which  was  given  at* 
least  one  method  of  obtaining  more  land  for  | 


Although  the  impression  has  been  created 
that  Congress  did  very  little  on  housing,  a 
little  sober  reflection  will  reveal  that  the  first 
session  of  the  84th  Congress  was  not  com¬ 
pletely  without  accomplishments  on  this 
front.  At  least  two  new  programs  were  in¬ 
itiated;  one  for  the  insurance  of  mortgages 
on  trailer  courts  or  parks,  and  the  other  for 
public  facility  loans.  Certainly  the  latter 
holds  real  possibilities  for  helping  some  of 
those  who  need  help.  In  two  existing  major 
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industrial,  commercial  or  other  non-residen- 
tial  use.  Then,  too,  the  public  works  advance 
planning  program  received  a  revolving  fund 
and  nearly  four  times  its  original  appropri¬ 
ation.  Some  programs  which  have  never 
worked  too  well  received  slight  tinkering, 
such  as  the  Section  220  (urban  renewal 
housing)  program  which  now  recpiires  de¬ 
terminations  on  replacement  value  instead 
of  estimated  value.  Of  course,  some  pro¬ 
grams,  such  as  Title  I  (home  improvement 
loans)  and  farm  housing,  received  a  simple 
extension. 

The  Housing  Amendments  of  1955  (Sen¬ 
ate  Bill  2126)  are  important  legislation  and 
therefore  received  much  criticism  as  well  as 
praise  from  the  press.  The  administration  it¬ 
self  actively  opposed  the  split-up  of  the 
Home  Loan  Bank  Board,  trailer  park  financ¬ 
ing,  and  the  expanded  program  of  direct 
government  loans  for  public  facility  con¬ 
struction,  and  other  matters.  However,  it 
became  apparent  that  it  was  either  Senate 
Bill  2126  or  no  bill  at  all.  During  the  ses¬ 
sion,  more  than  83  bills  directly  affecting 
housing  were  introduced.  Of  these,  two  bills 
and  one  joint  resolution  were  passed  and 
approved  by  the  President.  However,  many 
of  the  features  of  the  other  bills  introduced 
were  incorporated  in  the  one  bill  which  was 
passed— Senate  Bill  2126,  the  Housing 
.Amendments  of  1955.  This  was  passed  by 
both  houses  of  Congress  in  the  last  days  of 
the  session,  and  is  the  subject  of  this  article. 

But  first,  a  short  measure  was  passed  by 
Congress  and  approved  by  the  President  on 
March  11,  1955,  which  received  very  little 
publicity  but  which  is  interesting  because 
the  Senate  report  accompanying  it  gives  a 
good  idea  of  the  size  of  the  problem.  Senate 
Joint  Resolution  42  merely  increased  the 
authorization  of  the  Federal  Housing  Ad¬ 
ministration  so  that  mortgages  in  the 
amount  of  an  additional  $2  billion  could  be 


insured.  The  report  stated  that  from  July  1, 
1954,  until  January  31,  1955,  applications 
for  mortgage  insurance  covering  377,000 
dwelling  units  were  received  by  FHA.  Of 
these,  207,000  involved  new  construction, 
and  170,000,  existing  buildings.  Since 
September,  1954,  FH.\  had  been  using  up 
mortgage  insurance  authorization  under 
Section  217  at  the  rate  of  $200  million  per 
month.  It  was  to  keep  FH.A  mortgage  insur¬ 
ance  in  operation  from  mid- March  until  the 
end  of  J  line  that  Congress  increased  the  au¬ 
thorization  by  $2  billion. 

The  report  gave  several  interesting  views 
of  FHA  operation.  I'he  gross  amount  of 
mortgage  insurance  in  force  under  FHA  has 
amounted  to  $27,710  millions,  of  which 
$16,890  millions  are  outstanding.  From  1934 
until  November,  1954  the  acquisition  cost 
to  FHA  of  insured  properties  taken  over  by 
it  on  default  was  $282,098,000.  By  the  latter 
date  FHA  had  resold  properties  having  an 
acquisition  cost  of  $  1 27,800,000  and  realized 
$119  millions  for  a  net  loss  of  about  $81^ 
millions  or  3/100  of  1  per  cent.  There  re¬ 
mained  on  hand  for  resale  properties  with 
acquisition  cost  of  $154  million.  Reading 
Senate  Report  on  SJR  42  convinces  one  that 
any  legislation  affecting  FHA  must  neces¬ 
sarily  have  a  profound  effect  on  our  real 
estate  economy. 

HOME  REPAIR  AND  MODERNIZATION 

Section  101  of  the  Housing  Amendments 
of  1955  extends  the  authority  to  insure  home 
repair  and  modernization  loans  under 
Title  I  until  September  30,  1956.  It  will  be 
remembered  that  the  Housing  Act  of  1954 
had  provided  for  insurance  for  only  90  per 
cent  of  the  loss,  that  closer  supervision  of 
lending  agents  was  provided  for  and  that 
the  loans  had  to  be  only  for  items  which  sub¬ 
stantially  protect  or  improve  the  basic  liva¬ 
bility  of  the  property.  The  1955  Amend- 
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ments  make  no  change  in  this.  Incidentally, 
FHA  reported  that  during  1954  it  insured 
loans  under  this  title  to  the  extent  of  more 
than  $890  million. 

A  number  of  important  amendments  af¬ 
fecting  Title  II— mortgage  insurance— were 
all  compressed  into  one  short  section  (102) 
of  the  Housing  Amendments  of  1955. 

SETTLEMENT  OF 
CERTIFICATES  OF  CLAIM 

FHA  is  now  authorized  to  make  final 
settlement  of  certificates  of  claim  held  by 
mortgagees  at  any  time  after  sale  or  transfer 
of  title  by  FHA  on  sales  housing  acquired  by 
FHA  in  cases  of  defaulted  mortgages.  For¬ 
merly  FHA  waited  for  final  liquidation  of 
the  property  to  determine  the  net  amount 
realized.  Now,  with  consent  of  the  mort¬ 
gagee,  earlier  settlement  can  be  made.  Con¬ 
sent  of  the  mortgagor  is  necessary  if  the 
settlement  of  the  certificate  of  claim  will 
completely  pay  up  the  claim  of  the  mort¬ 
gagee  and  result  in  a  refund  to  the  mort¬ 
gagor. 

By  Section  104  of  the  new  Housing 
Amendments  the  same  right  to  make  final 
settlements  of  certificates  of  claim  which  was 
provided  for  other  sections  of  the  National 
Housing  Act  is  extended  to  War  Housing 
Insurance  (Title  VI)  for  not  more  than  four 


RENTAL  HOUSING  AND  TRAILER 
COURT  MORTGAGE  INSURANCE 

Under  a  new  amendment  to  Section  207 
(which  is  the  rental  housing  insurance  sec¬ 
tion)  FHA  is  now  authorized  to  insure  mort¬ 
gages  on  trailer  courts  or  parks.  The  mort¬ 
gage  insurance  would  not  relate  to  the 
trailers  themselves  but  only  to  the  court  or 
park  including  the  utilities  and  other  im¬ 
provements  on  the  land  upon  which  the  mo¬ 
bile  homes  are  located.  The  mortgage  must 


not  exceed  $1,000  per  trailer  space  or 
$300,000  per  mortgage  for  the  entire  park. 
The  conference  report  appears  to  anticipate 
criticism  of  this  program,  in  an  unusual 
statement  commenting  on  this  section: 
“The  requirement  of  the  National  Housing 
Act  that  the  project  covered  by  the  mortgage 
be  ‘economically  sound’  would  apply  to  an 
insured  mortgage  on  a  trailer  park,  and  it  is 
expected  that  FHA  will  impose  such  addi¬ 
tional  requirements  and  standards  as  neces¬ 
sary  to  assure  that  mortgage  insurance  for 
these  parks  will  improve  the  living  condi¬ 
tions  of  the  occupants  of  mobile  homes.” 
This  is  a  directive  to  the  agency  administer¬ 
ing  this  program,  which  cannot  be  easily 
misunderstood.  However,  one  of  the  current 
housing  periodicals  in  commenting  upon 
the  trailer  park  mortgage  insurance  program 
has  stated  that  the  need  for  this  type  of  mort¬ 
gage  insurance  is  debatable. 

Another  instance  of  Congress  making 
clear  indications  to  the  administrative  body 
of  its  intention  is  Section  102  (b)  (5)  of  the 
Housing  Amendments  of  1955,  by  which  it 
is  definitely  stated  that  rental  housing  may 
include  eight  or  more  family  units  and  still 
obtain  mortgage  insurance  under  Section 
207.  Formerly  by  administrative  limitation 
such  properties  had  to  have  1 2  or  more  fam¬ 
ily  units.  It  is  obvious  that  Congress  in¬ 
tended  to  promote  rental  housing  in  smaller 
buildings.  Although  there  was  no  clear  in¬ 
dication  in  the  previous  law  that  rental 
housing  had  to  have  12  or  more  family  units 
to  qualify  for  Section  207  mortgage  insur¬ 
ance,  FHA  had  so  ruled  by  Section  VI  of  its 
Section  207  Administrative  Rules  and  Regu¬ 
lations.  Congress  took  the  unmistakable  step 
of  adding  to  existing  Section  207  (c)  so  that 
it  now  reads:  “Such  property  or  project  may 
include  eight  or  more  family  units. . .”  Con¬ 
gress  took  similar  action  with  regard  to  Sec¬ 
tion  213— cooperative  housing.  In  that  in- 
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stance  it  overruled  Section  VI  of  Section  2 1 3 
Administrative  Rules  and  Regulations. 

Senate  Bill  2126  also  increased  the  dollar 
amount  limitations  for  FHA-insured  mort¬ 
gages  financing  multi-family  projects.  Thus 
the  top  limitation  of  $5  million  has  been  in¬ 
creased  to  $121/2  million  for  Section  207 
rental  housing  under  private  sponsorship, 
for  Section  2 1 3  cooperative  housing,  for  Sec¬ 
tion  220  urban  renewal  area  housing  and  for 
Section  221  relocation  housing.  The  eligi¬ 
bility  standards  covering  amounts  per  fam¬ 
ily  unit,  per  cent  of  value,  etc.,  have  not  been 
changed.  Accordingly,  larger  projects  can 
now  be  included  in  one  application. 

LOOKING  AHEAD  WITH  FHA 

By  changing  “July  1,  1954”  to  “July  1, 
1955”  and  by  changing  “$3i/4  billions”  to 
“$4  billions”  in  Section  217,  Senate  Bill 
2126  kept  FHA  in  business  and  operating 
for  another  year.  This  authorized  the  FHA 
to  insure  additional  mortgages  in  the 
amount  of  $4  billions.  Technically  there  is 
a  declaration  that  the  aggregate  amount 
which  may  be  insured  and  outstanding  at 
any  one  time  cannot  exceed  the  sum  of  (1) 
the  outstanding  principal  balances  of  all  in¬ 
sured  mortgages  as  of  July  1,  1955,  (2)  the 
principal  amount  of  all  outstanding  com¬ 
mitments  to  insure  on  that  date,  plus  (3) 
$4,000,000,000. 

Every  bill  extending  FHA’s  authority 
merely  changes  the  date  of  the  outstanding 
balances  and  adds  a  new  amount  as  addi¬ 
tional  authorization.  Of  course,  when  mort¬ 
gages  are  paid  off  they  are  no  longer  out¬ 
standing  and  the  limitation  in  Section  217 
does  not  apply.  Thus  the  gross  amount  of 
mortgage  insurance  which  has  been  written 
by  FHA  (excluding  property  improvement 
loans  and  manufactured  houses)  was  $27,7 16 
millions  as  of  the  end  of  1954,  although  at 
that  time  there  was  outstanding  $16,890  mil¬ 


lions  (with  the  same  exclusions).  Amounts 
of  Title  I  (property  improvement  loans) 
have  in  recent  years  been  excluded  from  the 
limitations  of  Section  217  described  above. 
In  other  words,  the  $1,376  millions  in  prop¬ 
erty  improvement  loans  insured  by  FHA  are 
in  addition  to  the  amounts  mentioned.  The 
extension  of  FHA  has  a  profound  effect 
upon  the  real  estate  economy. 

COOPERATIVE  HOUSING 

In  the  Housing  Act  of  1954  the  83rd  Con¬ 
gress  revoked  the  directive  to  the  Federal 
Housing  Commissioner  to  appoint  an  As¬ 
sistant  Commissioner  to  administer  the  co¬ 
operative  housing  (Section  213)  provisions 
of  the  National  Housing  Act.  The  job  was 
abolished.  In  the  Housing  Amendments  of 
1955  the  84th  Congress  directed  the  Federal 
Housing  Commissioner  to  appoint  a  Special 
Assistant  for  Cooperative  Housing  with  an 
adequate  staff.  His  sole  responsibility  is  to 
expedite  operations  under  Section  213  and 
“to  eliminate  obstacles  to  the  full  utilization 
of  such  section.”  This  is  a  clear  indication 
that  Congress  now  desires  to  encourage  co¬ 
operative  housing.  This  desire  is  emphasized 
by  an  unusual  provision  concerning  this 
Special  Assistant:  “The  person  so  appointed 
shall  be  fully  sympathetic  with  the  purposes 
of  such  section.” 

For  some  time  it  has  been  possible  to  fi¬ 
nance  the  purchase  of  government-owned 
housing  which  is  being  disposed  of  under 
various  provisions  of  law  by  using  mortgages 
insured  under  Section  203  (general  insur¬ 
ance  section)  or  Section  207  (rental  hous¬ 
ing).  The  Housing  Amendments  of  1955 
add  the  authority  to  use  Section  213  (co¬ 
operative  housing)  for  this  purpose. 

Yet  another  indication  of  the  intention  to 
encourage  cooperative  housing  is  Sec¬ 
tion  103  of  the  Amendments,  by  which  the 
Federal  National  Mortgage  Association  is 
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authorized  to  enter  into  advance  commit¬ 
ments  for  not  more  than  $50  million  out¬ 
standing  at  any  one  time  to  purchase 
cooperative  housing  mortgages  (insured  un¬ 
der  Section  213).  Not  more  than  I5  million 
of  this  authorization  can  be  used  in  any  one 
state. 

RELOCATION  HOUSING 

It  seems  evident  that  the  84th  Congress 
desires  some  action  under  Section  221— re¬ 
location  housing.  The  requirement  in  Sec¬ 
tion  227  that  the  builders  of  all  Section  221 
housing  must  furnish  cost  certifications  has 
been  removed  for  single-family  homes.  It 
now  remains  only  for  multi-unit  buildings. 
Furthermore,  Section  221  mortgage  insur¬ 
ance  is  now  available  for  housing  to  relocate 
all  families  living  in  an  urban  renewal  area. 
Formerly,  Section  221  was  available  to  re¬ 
locate  only  those  families  which  are  to  be 
displaced  by  governmental  action.  Section 
221  mortgage  insurance  is  still  available  for 
the  families  so  to  be  displaced  regardless  of 
where  they  live  but  now  it  is  also  available 
for  families  living  in  an  urban  renewal  area 
who  voluntarily  want  to  move  out.  There  is 
an  apparent  intent  to  encourage  builders  to 
become  interested  in  Section  221  housing. 
The  eligibility  requirements,  however,  are 
still  the  same. 

DEFENSE  HOUSING,  SLUM  CLEARANCE 
AND  RENEWAL 

Title  IX  of  the  National  Housing  Act 
provided  for  the  insurance  of  mortgages  cov¬ 
ering  defense  housing  in  the  critical  defense 
housing  areas  which  the  President  had  desig¬ 
nated  as  such  pursuant  to  a  1951  Act.  All 
authority  to  insure  such  mortgages  under 
Title  IX  expired  August  1,  1955.  By  Section 
105  of  the  1955  Amendments  authority  is 
given  to  grant  such  insurance  pursuant  to 
a  commitment  issued  before  August  1,  1955. 


Section  106  of  the  Housing  Amendments 
of  1955  refers  to  slum  clearance  and  urban 
renewal.  Under  the  Housing  Act  of  1949, 
the  Housing  and  Home  Finance  Adminis¬ 
trator  was  authorized  (with  the  approval  of 
the  President)  to  contract  to  make  capital 
grants  for  slum  clearance  and  urban  renewal 
in  the  amount  of  $100  million  each  year  be¬ 
ginning  July  1,  1949  and  ending  June  30, 
1954.  Of  course,  the  grants  could  not  exceed 
two-thirds  of  the  aggregate  of  net  project 
costs.  By  Section  106  the  authorization  is 
increased  to  $200  million  on  July  1,  1955, 
$200  million  on  July  1,  1956,  and  an  addi¬ 
tional  $100  million  upon  a  determination 
by  the  President.  This  is  an  indication  that 
Congress  considers  this  program  worthy  of 
increased  support.  That  the  entire  slum 
clearance  and  urban  renewal  picture  has  be¬ 
come  bigger  is  further  shown  by  Section 
106(b)  of  the  1955  Amendments.  By  the 
Housing  Act  of  1949  not  more  than  10  per 
cent  of  the  sums  provided  for  grants  or  loans 
could  be  expended  in  any  one  state,  but  to 
states  to  which  had  been  obligated  two- 
thirds  of  their  maximum  grants,  the  Hous¬ 
ing  and  Home  Finance  Administrator  could 
allocate  an  additional  $35  million.  By  Sec¬ 
tion  106  (b)  this  amount  has  been  increased 
to  $70  million.  This  should  help  our  larger 
states. 

In  slum  clearance  and  urban  renewal,  re¬ 
development  of  an  area  for  industrial  or 
other  non-residential  use  has  been  a  trouble¬ 
some  problem.  Under  the  Housing  Act  of 
1954,  Federal  financial  assistance  could  not 
be  extended  unless  the  area  was  clearly  pre¬ 
dominantly  residential  in  character  (in 
which  event  it  could  be  redeveloped  for  non- 
residential  use)  or,  if  not  predominantly 
residential,  was  planned  for  residential  re¬ 
development.  There  was  an  exception  of 
areas  which  had  a  substantial  number  of  de¬ 
teriorated  dwellings  which  should  be  elimi- 
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nated,  although  the  area  was  not  appropri¬ 
ate  for  predominantly  residential  use.  This 
latter  had  a  percentage  limitation.  Open 
land,  however,  could  not  be  developed  for 
non-residential  use. 

It  is  obvious,  therefore,  that  a  provision 
dealing  in  any  way  with  redevelopment  for 
non-residential  use  is  of  real  importance. 
Such  a  provision  is  Section  106(c)  of  the 
•955  Amendments.  Loans  and  advances  un¬ 
der  the  slum  clearance  and  urban  renewal 
program  may  now  be  made  to  assist  in  the 
redevelopment  of  predominantly  open  land 
or  open  land  for  predominantly  non- 
residential  uses.  The  governing  body  of  the 
local  public  agency  (ordinarily  the  city 
council)  must  determine  that  such  rede¬ 
velopment  is  necessary  and  appropriate  for 
proper  growth  of  the  community  and  af¬ 
fords  maximum  opportunity  for  redevelop¬ 
ment  by  private  enterprise.  Another  limita¬ 
tion  is  that  such  loans  and  advances  cannot 
exceed  2i/^  per  cent  of  the  estimated  gross 
project  costs  of  all  other  urban  renewal  or 
redevelopment  projects  undertaken  by  that 
agency.  This  latter  limitation  is  apparently 
designed  to  prevent  a  slum  clearance  agency 
from  becoming  an  industrial  redevelopment 
organization.  In  spite  of  all  these  limita¬ 
tions,  however,  this  new  amendment  holds 
out  hope.  There  have  been  open  land  areas 
which  were  unsuited  for  residential  use  but 
which  could  have  been  developed  for  non- 
residential  use.  This  was  formerly  not  pos¬ 
sible.  Now  there  may  be  instances  when  it 
will  be  possible  to  get  a  Federal  loan  and 
still  develop  the  open  land  for  its  best  use 
even  though  that  may  be  non-residential. 

Section  107  of  the  Amendments  gives 
Alaska,  Hawaii  and  Puerto  Rico  the  author¬ 
ity  to  participate  in  the  broader  urban  re¬ 
newal  activities  which  were  covered  in  the 
Housing  Act  of  1954.  Formerly  the  terri¬ 
tories  could  act  only  to  carry  out  slum  clear¬ 


ance  and  redevelopment  projects.  Now  they 
can  also  obtain  Federal  aid  for  help  in  pre¬ 
venting  slums  and  blight  through  rehabilita¬ 
tion  and  conservation. 

A  very  important  change  has  taken  place 
in  the  basis  for  determining  the  maximum 
amount  of  mortgages  under  Section  220 
(urban  renewal  area  housing)  and  Section 
213  (cooperative  housing)  projects.  Form¬ 
erly  FHA  was  required  to  base  the  determi¬ 
nation  of  these  mortgages  upon  the  “esti¬ 
mated  value”  of  the  project.  The  new 
amendment  however,  requires  the  use  of 
“replacement  cost”  instead,  for  all  construc¬ 
tion  under  Section  213  (cooperative  hous¬ 
ing)  and  for  new  construction  under  Section 
220. 

This  is  significant  especially  for  Section 
220.  This  section  was  designed  originally  to 
assist  the  financing  required  for  rehabilita¬ 
tion  of  existing  dwelling  accommodations 
and  the  construction  of  new  dwelling  accom¬ 
modations  in  slum  clearance  areas  or  urban 
renewal  areas.  The  latter  includes  deterio¬ 
rating  areas  as  well  as  those  that  are  already 
blighted.  As  a  result  of  preliminary  discus¬ 
sions  with  FHA  officials  the  opinion  arose 
among  many  that  Section  220  would  never 
operate  because  FHA  appraisers  had  the 
firmly  entrenched  idea  in  arriving  at  “esti¬ 
mated  value”  of  depreciating  a  new  struc¬ 
ture  in  an  urban  renewal  area  because  of  its 
location  in  such  an  area.  This  negated  the 
original  purpose  of  Congress  in  enacting 
Section  220,  which  was  to  supplement  the 
existing  mortgage  insurance  machinery  with 
something  especially  designed  to  promote 
new  construction  and  rehabilitation  in  ur¬ 
ban  renewal  areas. 

The  Housing  Amendments  of  1955  made 
it  clear  that  FHA  must  use  “replacement 
cost”  instead  of  “estimated  value.”  This 
should  vitiate  the  appraiser’s  traditional  bias 
against  buildings  in  an  urban  renewal  area. 
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It  is  well  to  note,  however,  that  in  financing 
the  rehabilitation  of  existing  structures  in 
such  areas  “estimated  value”  will  still  be 
used.  Critics  of  this  amendment  call  this  un¬ 
sound  but  politically  expedient  stating  that 
it  could  lead  to  the  situations  which  arose 
under  Section  608;  however,  they  feel  this  is 
not  likely  since  we  now  have  cost  certifica¬ 
tions  which  prevent  “mortgaging  out.” 

PUBLIC  HOUSING 

The  portion  of  the  Amendments  which 
probably  received  more  publicity  than  any 
other  was  Section  108,  which  deals  with  pub¬ 
lic  housing.  The  Housing  Act  of  1954  intro¬ 
duced  the  requirement  of  the  so-called 
“workable  program.”  In  effect,  this  required 
the  locality  to  present  to  the  Housing  and 
Home  Finance  Administrator  a  workable 
plan  of  action  for  utilizing  private  and  pub¬ 
lic  resources  to  eliminate  and  prevent  slums 
and  urban  blight  and  to  encourage  needed 
urban  rehabilitation.  The  Administrator 
had  to  determine  that  the  program  met  the 
requirements  of  the  Federal  statute  before  a 
contract  for  loans  or  capital  grants  for  slum 
clearance  and  urban  renewal  could  be  en¬ 
tered  into  and  before  a  contract  for  annual 
contributions  to  a  new  public  housing  proj¬ 
ect  could  be  entered  into. 

Section  108  (a)  of  the  Housing  Amend¬ 
ments  of  1955  eliminated  the  “workable 
program”  requirement  so  far  as  contracts  for 
annual  contribution  to  new  public  housing 
projects  are  concerned.  It  is  still  required, 
however,  for  loans  and  capital  grants  for 
slum  clearance  and  urban  renewal.  As  of 
June  30,  1955,  the  workable  programs  of  53 
cities  had  been  approved  by  the  Administra¬ 
tor.  Twenty-three  other  cities  had  submitted 
their  programs  but  they  had  not  as  yet  been 
approved. 

The  1955  Amendments  authorize  loans 
and  annual  contributions  for  the  construc¬ 


tion  of  45,000  additional  dwelling  units  of 
public  housing  through  July  31,  1956.  The 
Housing  Act  of  1 954  had  made  the  following 
requirements  for  any  additional  public 
housing:  (a)  a  slum  clearance  project  was 
being  carried  out  in  the  community:  (b)  the 
local  governing  body  certified  that  the  low- 
rent  project  in  question  was  necessary  for 
relocation  of  people  from  slum  clearance 
and  urban  renewal;  and  (c)  the  Housing 
and  Home  Finance  Administrator  deter¬ 
mined  that  the  number  of  dwelling  units  to 
be  built  was  not  more  than  necessary  for  re¬ 
location  of  families  displaced  by  Federal, 
state  or  local  governmental  action.  The 
Housing  Amendments  of  1955  eliminated 
all  three  of  these  requirements  and  sub¬ 
stituted  a  simple  authorization  of  45,000 
additional  units,  with  virtually  no  strings  at¬ 
tached.  In  the  larger  cities  which  have  vigor¬ 
ous  public  housing  activity  this  amendment 
will  be  of  considerable  importance  since  by 
the  elimination  of  the  requirements  men¬ 
tioned  the  applications  for  projects  will 
probably  be  expedited.  Of  course,  the  45,000 
units  are  10,000  more  units  than  were  au¬ 
thorized  in  the  Housing  Act  of  1954. 

STATUS  OF  HOME  LOAN  BANK 
BOARD 

Any  legislation  which  concerns  the  Home 
Loan  Bank  Board  or  the  Federal  Savings  and 
Loan  Insurance  Corporation  is  of  impor¬ 
tance  to  the  real  estate  economy.  This  is  ob¬ 
vious  when  one  considers  that  of  the  $  1 1 ,073 
million  in  new  investments  in  1954  in  all 
savings  and  loan  associations,  $10,371  mil¬ 
lion  were  in  insured  associations;  of  the 
$6,657  million  in  withdrawals,  $6,219  mil¬ 
lion  were  from  insured  associations;  and  of 
the  $4,416  million  left  in  savings,  $4,151  mil¬ 
lion  were  left  in  insured  associations.  The 
Housing  Amendments  of  1955  (Section  109) 
remove  the  Home  Loan  Bank  Board  (in- 
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!  eluding  the  Federal  Savings  and  Loan  Insur¬ 
ance  Corporation)  from  the  Housing  and 
Home  Finance  Agency  and  establish  it  as 
an  independent  agency  in  the  executive 
branch  of  the  government.  Its  name  is 
changed  to  Federal  Home  Loan  Bank  Board 
and  it  is  required  to  make  an  annual  report 
to  Congress  as  soon  as  practicable  after  the 
first  of  the  year.  It  has  been  said  that  this 
separation  of  the  Home  Loan  Bank  Board 
*  from  HHFA  was  the  result  of  a  campaign  by 
both  savings  and  loan  leagues.  Certain  it  is 
that  the  Housing  and  Home  Finance  Ad¬ 
ministrator  objected  to  this  provision. 

There  are  other  provisions  affecting  the 
Federal  Home  Loan  Bank  Board  in  Sec¬ 
tion  109  of  the  1955  Amendments.  One  per¬ 
mits  a  member  institution  to  be  removed 
from  membership  in  a  Federal  Home  Loan 
Bank  (or  a  nonmember  deprived  of  the 
privilege  of  getting  further  advances)  if  it  is 
insolvent,  has  failed  to  comply  with  the  Fed¬ 
eral  Home  Loan  Bank  Act  or  regulation  of 
the  board,  or  has  a  management  or  home¬ 
financing  policy  inconsistent  with  sound  and 
economical  home  financing  or  with  the  pur¬ 
poses  of  the  Act.  Before  this  amendment, 
while  such  an  institution  was  not  eligible  to 
become  a  member  of  a  bank,  there  was  no 
provision  for  removal  of  such  a  member 
when  the  condition  arose  after  it  had  be¬ 
come  a  member.  For  a  building  and  loan 
association,  “insolvent”  for  this  purpose 
means  that  its  assets  are  less  than  its  obliga¬ 
tions,  including  withdrawable  accounts. 

Another  provision  in  Section  109  is  a  clear 
prohibition  against  a  Federal  savings  and 
loan  association  voluntarily  withdrawing 
from  membership  in  a  Federal  Home  Loan 
Bank.  Another  provision  of  Section  109  per¬ 
mits  the  Home  Loan  Bank  Board  in  any  dis¬ 
trict  in  which  there  are  more  than  four  states 
to  increase  its  elective  directors  so  that  there 
are  twice  as  many  as  there  are  states;  but 


there  must  be  not  less  than  one  elective  di¬ 
rector  from  each  state  and  not  more  than 
three.  The  total  number  of  elective  direc¬ 
tors  must  not  be  more  than  1 1  in  any  one 
district. 

Section  1 10  of  the  Amendments  removes 
the  $2,500  limitation  of  FH  A-  or  VA-insured 
or  guaranteed  improvement  loans  when 
made  by  a  Federal  savings  and  loan  asso¬ 
ciation. 

By  Section  1 1 1  it  is  provided  that  lending 
institutions  applying  for  FSLIC  insurance 
must  pay  an  admission  fee  as  determined  by 
the  Federal  Savings  and  Loan  Insurance 
Corporation  and  that  such  fee  should  take 
into  consideration  the  cost  of  processing  the 
application. 

THE  PUBLIC  WORKS  PROGRAM 

In  Section  702  of  the  Housing  Act  of  1954 
the  third  public  works  advance  planning 
program  was  authorized.  It  contained  an  ap¬ 
propriation  of  $10  million  and  authorized 
advances  to  public  agencies  to  aid  in  financ¬ 
ing  the  cost  of  engineering  and  architectural 
surveys,  designs,  plans,  working  drawings, 
etc.,  in  preparation  for  the  construction  of 
public  works.  Advances  could  be  made  until 
July  1,  1957.  There  was  no  requirement  that 
the  plans  be  carried  out.  Not  more  than  5 
per  cent  of  the  funds  could  be  expended  in 
one  state.  The  intention  appeared  to  be  to 
establish  a  reservoir  of  planned  public  works 
which  could  be  carried  out  when  the  state 
of  the  economy  needed  the  additional  stimu¬ 
lant. 

Section  1 12  of  the  1955  Amendments  has 
retained  this  program  but  has  enlarged  it 
and  made  several  changes.  Instead  of  a  single 
appropriation,  a  revolving  fund  was  estab¬ 
lished  to  which  were  appropriated  (in  addi¬ 
tion  to  the  $10  million  appropriated  last 
year)  $12  million  to  be  available  July  1, 
1956,  an  additional  $12  million  on  July  1, 
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1957,  and  an  additional  $14  million  on 
July  1,  1958  and  such  additional  sums  there¬ 
after  as  necessary  to  maintain,  not  to  exceed 
I48  million  in  undisbursed  balances  or  out¬ 
standing  advances  for  plans  which  can  be 
expected  to  be  undertaken  within  a  reason¬ 
able  time.  No  one  state  shall  have  outstand¬ 
ing  more  than  10  per  cent  of  the  revolving 
fund  authorized  to  be  appropriated.  The 
July  1,  1957  expiration  date  is  eliminated. 
It  is  important  to  note  that  these  funds  are 
repaid  without  interest  when  the  construc¬ 
tion  of  the  public  works  is  begun.  When  re¬ 
payment  is  not  made  upon  the  government’s 
demand  (after  the  public  work  is  started) 
then  the  balance  bears  interest  at  4  per  cent. 
Under  the  1954  Housing  Act  it  was  provided 
that  the  public  agency  must  contract  to  com¬ 
plete  the  plan  preparation  promptly  but 
there  was  no  provision  as  to  when  the  public 
works  would  actually  have  to  be  con¬ 
structed.  The  Housing  Amendments  of  1 955 
add  a  provision  which  is  indicative  of  the 
thought  of  the  bill:  no  advance  shall  be 
made  with  respect  to  any  individual  project 
unless  it  is  planned  to  be  constructed  within 
a  reasonable  period  of  time.  By  reason  of  the 
vagueness  of  the  language,  it  is  not  clear 
whether  what  was  desired  was  a  number  of 
projects  to  go  into  construction  noiv.  If  that 
is  the  intention,  then  Congress  feels  the 
economy  needs  some  public  works  projects 
at  this  time.  There  is  a  refreshing  note  of 
humility  in  the  language  of  the  draftsmen 
who  in  1954  stated  the  purpose  of  the  section 
to  be  “to  attain  maximum  economy  and  ef¬ 
ficiency  in  .  .  .  planning,”  but  who  in  1955 
have  stated  that  it  is  “to  help  attain  maxi¬ 
mum  economy  and  efficiency  in  .  .  .  plan¬ 
ning.” 

Section  1 13  of  the  new  Amendments  is  an 
indication  that  the  Community  Facilities 
Administration  (which  administers  the 
planned  public  works  reserve)  is  apparently 


well  thought  of  by  Congress.  This  section  | 
provides  that  the  salary  of  the  Commissioner  s 
shall  be  the  same  as  that  of  the  heads  of  the  I 
other  constituent  agencies  of  the  Housing 
and  Home  Finance  Agency.  1 

Congress  inserted  an  entirely  new  title  in  \ 
the  Housing  Amendments  of  1955  and  en-  i 
titled  it  “Public  Facility  Loans.”  The  pur-  > 
pose  is  declared  to  be  “to  authorize  the  ex-  i 
tension  of  credit  to  assist  in  the  provision  of  j 
certain  essential  public  works  .  .  .  where 
such  credit  is  not  otherwise  available  on  rea¬ 
sonable  terms  and  conditions.”  Section  202 
provides  the  method  of  operation:  the  Hous¬ 
ing  and  Home  Finance  Administrator,  act¬ 
ing  through  the  Community  Facilities  Ad-  I 
ministration,  will  make  loans  to  states, 
municipalities  and  other  public  agencies  to 
finance  specific  public  projects.  No  financial 
assistance  will  be  granted,  however,  unless  it 
would  not  otherwise  be  available  on  reason¬ 
able  terms  and  unless  the  loans  are  sound. 
Such  loans  can  be  made  either  directly  or 
with  participation  agreements  with  banks 
or  other  lending  institutions.  Maturities 
cannot  exceed  forty  years.  Priorities  will  be 
given  to  municipalities  of  less  than  10,000  ^ 
who  want  assistance  for  water,  sewer  and  gas  ji 
distribution  systems.  Section  203  covers  fi¬ 
nancing  and  authorizes  the  HHFA  to  bor-  | 
row  $100  million  from  the  Treasury  at  an  I 
interest  rate  fixed  by  the  Secretary  of  the  ^ 
Treasury  based  on  the  current  average  rate 
for  comparable  maturities.  These  funds  and 
any  proceeds  shall  be  a  revolving  fund  for  1 
the  purposes  mentioned  above.  The  admin-  i 
istrative  expenses  in  connection  with  public  ’ 
facility  loans  shall  be  paid  out  of  the  funds  i 
the  Administrator  is  holding  for  these  loans.  | 
The  public  facility  loan  section  could  be  ex¬ 
tremely  important  to  many  small  towns  in 
our  nation,  depending  on  whether  the  ad¬ 
ministrative  agency  is  sympathetic  to  the 
program. 
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,  COLLEGE  HOUSING 
[  As  part  of  the  1 955  Amendments  Congress 
enacted  Sections  301,  302  and  303,  dealing 
*  with  college  housing:  and  then,  by  Section 
■  304,  declared  that  these  could  be  called  the 
i  ‘‘College  Housing  Amendments  of  1955.” 

Therefore,  we  have  an  act  within  an  act.  It 
‘  must  be  remembered  that  provisions  for  a 
I  college  housing  program  were  first  enacted 
as  part  of  the  Housing  Act  of  1950,  so  that 
the  1955  Act  is  truly  an  amendment  so  far 
as  college  housing  is  concerned. 

The  first  change  made  by  the  1955 
I  Amendments  is  to  authorize  the  Housing 
!  and  Home  Finance  Administrator  to  make 
loans  not  only  for  housing  for  educational 
I  institutions  but  also  for  “other  educational 
I  facilities.”  These  are  defined  as  new  struc- 
f  tures  suitable  for  cafeterias,  dining  halls, 
student  centers,  infirmaries  and  other  essen¬ 
tial  service  facilities,  and  also  structures 
provided  by  rehabilitation  or  conversion  of 
existing  structures  which  would  otherwise 
be  inadequate  for  such  use.  Loans  can  now 
^  be  made  if  the  educational  institution  shows 
it  cannot  get  such  funds  from  other  sources 
:  on  terms  “equally  as  favorable  as”  those  in 
I  the  Act.  Under  the  prior  Act  the  educational 
institution  had  to  show  that  it  could  not  get 
^  the  funds  on  “generally  comparable”  terms 
with  those  in  the  Act.  Since  the  interest  rate 
now  will  be  the  higher  of  (a)  2^  per  cent 
or  (b)  i/^  of  1  per  cent  more  than  the  aver¬ 
age  annual  interest  rate  on  all  interest- 
bearing  obligations  of  the  United  States,  it 
will  probably  not  be  difficult  for  an  educa¬ 
tional  institution  to  qualify  on  this  count. 

The  construction  must  be  undertaken  in 
an  economical  manner  and  no  loan  will  be 
given  where  the  construction  was  begun  be¬ 
fore  the  effective  date  of  the  Act  or  was  com¬ 
pleted  before  an  application  was  filed.  The 
term  of  the  loan  may  be  fifty  years.  Under 
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the  1950  Act  it  was  forty  years.  The  interest 
rate  under  the  old  Act  was  tied  to  most  re¬ 
cently  issued  bonds  having  maturity  of  ten 
years  or  more.  As  was  pointed  out  above,  the 
1955  Amendments  should  result  in  lower  in¬ 
terest  rates  for  the  educational  institution. 
The  Administrator  is  authorized  to  borrow 
$500  million  from  the  Treasury  for  this  pro¬ 
gram  but  not  more  than  $100  million  of  that 
amount  may  be  outstanding  for  “other  edu¬ 
cational  facilities”  the  definition  of  which 
we  have  already  discussed.  Since  the  1950 
Act,  the  Administrator  has  had  only  $300 
million  for  this  program.  Therefore,  the 
College  Housing  Amendments  of  1955  have 
increased  the  fund  by  $200  million.  The 
Amendments  also  redefined  “educational  in¬ 
stitution”  to  include  specifically  junior  col¬ 
leges  and  to  include  also  non-profit  corpora¬ 
tions  established  by  the  college  to  provide 
housing  or  other  educational  facilities  for 
students  and  faculty.  As  of  the  end  of 
April,  1955,  16,91 1  dwelling  units  had  been 
completed  under  the  program  as  it  existed 
before  the  1955  Amendments. 

HOUSING  FOR  THE  ARMED  SERVICES 

One  of  the  most  confusing  titles  in  the 
Housing  Amendments  of  1955  is  Title  IV, 
entitled  “Armed  Services  Housing  Mort¬ 
gage  Insurance.”  What  is  intended  to  be  ac¬ 
complished  is  relatively  clear— to  provide 
housing  for  the  military— but  the  methods 
used  to  attempt  to  accomplish  this  are  com¬ 
plex  and  involved.  It  will  be  recalled  that 
Congress  passed  the  Wherry  Act  in  1949. 
That  act  encouraged  private  builders  to 
build  rental  housing  for  the  military  and, 
although  subject  to  various  controls,  the 
mortgagor  corporation  continued  to  own 
the  project  and  rent  it  to  the  military.  The 
Housing  Amendments  of  1955  make  a  fun¬ 
damental  change  in  this.  The  units  are 
placed  under  the  control  of  the  Secretary  of 
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Defense  as  they  are  completed  and  the  capi¬ 
tal  stock  of  the  builder  is  transferred  to  the 
Secretary  of  Defense  when  the  project  is 
completed.  The  Defense  Department  does 
not  do  the  building  in  the  first  instance, 
however,  but  they  do  use  FHA  financing. 
It  is  interesting  to  analyze  sections  of  the 
Housing  Amendments  of  1955  which  cover 
this  program,  as  a  clue  to  what  went  wrong 
with  the  old  program  or  what  the  new  think¬ 
ing  is. 

Naturally  the  first  thing  noticed  is  that 
nearly  all  reference  to  rental  housing 
(which  was  the  basis  for  the  old  Wherry 
Act)  is  eliminated  and  we  speak,  instead,  of 
“housing  accommodations.”  There  is  ap¬ 
parently  a  different  concept  of  our  army  be¬ 
cause  the  emphasis  is  now  placed  upon  fam¬ 
ily  housing;  for  example,  the  purpose  of  the 
Wherry  Act  was  to  assist  in  relieving  “the 
acute  shortage  of  housing,”  while  the  new 
Amendments  are  to  assist  in  relieving  “the 
acute  shortage  and  urgent  need  for  family 
housing  .  .  .”  There  are  other  references  to 
family  housing  which  were  absent  before  the 
1955  Amendments.  This  program  is  not  in¬ 
expensive;  authorization  to  insure  mort¬ 
gages  to  the  extent  of  1 1,363.5  million  be¬ 
fore  September  30,  1956,  is  in  the  new 
Amendments.  This  amount  is  not  to  be  in¬ 
cluded  in  the  over-all  limit  of  authorization 
to  FHA  contained  in  Section  217. 

Although  the  language  has  been  changed 
from  that  in  the  Wherry  Act  the  thought  is 
apparently  the  same  so  far  as  the  action  of 
the  Secretary  of  Defense  in  certification  and 
determination  is  concerned.  The  Secretary 
must  certify  that  there  is  no  intention  to  sub¬ 
stantially  curtail  personnel  at  the  installa¬ 
tion  and  must  determine  that  for  military 
reasons  the  personnel  needs  to  live  in  public 
quarters.  Something  new  is  the  determina¬ 
tion  by  the  Secretary  after  consultation  with 
FHA  that  adequate  housing  is  not  available 


at  reasonable  rentals  within  reasonable  com¬ 
muting  distance,  and  the  right  of  FHA  to 
disagree  with  the  determination  of  housing 
need  and  thereby  obtain  the  right  to  require  1 
the  Secretary  to  guarantee  the  Armed  Serv¬ 
ices  Housing  Mortgage  Insurance  Fund  } 
from  loss  with  respect  to  that  mortgage. 
Some  commentators  expect  many  such  dis-  ; 
agreements  and  guarantees,  so  that  the  Fund 
will  not  be  depleted. 

The  amount  of  the  mortgage  cannot  ex¬ 
ceed:  (a)  FHA’s  estimate  of  replacement 
cost  (including  land  and  physical  improve¬ 
ments):  (b)  average  of  $13,500  per  family 
unit  for  part  of  project  attributable  to  dwell¬ 
ing  use;  and  (c)  the  lowest  acceptable  bid  by  | 
an  eligible  builder.  Maturity  cannot  be  more  j 
than  25  years  and  interest  4  per  cent  (ex-  | 
elusive  of  premiums  which  can  be  from  t 
per  cent  to  per  cent).  The  cost  certifica-  [ 
tion  which  was  relied  upon  to  avoid  the  I 
former  Section  608  situation  is  not  required 
for  armed  services  housing,  but  competitive 
bidding  is.  The  Coast  Guard  is  added  as  one 
of  the  armed  services  and  since  it  is  under 
the  Secretary  of  the  T reasury,  the  latter  is  in-  j 
eluded  in  the  case  of  an  application  for  the  ? 
benefit  of  the  Coast  Guard.  Congress  again  ? 
specifically  directed  the  personnel  of  an  ad¬ 
ministrative  agency  by  providing  that  a  Spe¬ 
cial  Assistant  for  Armed  Services  Housing 
for  Mortgage  Insurance  with  adequate  staff 
shall  be  appointed  by  FHA  and  shall  have 
the  job  only  of  expediting  operations  under 
the  title  and  eliminating  administrative  ob¬ 
stacles. 

Tbe  Federal  National  Mortgage  Associ¬ 
ation  is  authorized  to  purchase  armed  serv¬ 
ices  housing  mortgages  and  can  have  $200 
million  outstanding  at  any  one  time. 

The  Secretary  of  Defense  will  enter  into 
a  contract  with  a  builder  for  the  construc¬ 
tion  of  housing  on  government  land.  The 
contract  will  be  let  on  competitive  bids. 


Present  Housing  Legislation 

Capital  stock  of  the  builder  will  be  trans¬ 
ferred  to  the  Secretary  when  the  housing  is 
tonipleted.  As  each  unit  is  available  for  oc- 
I  cupancy  it  will  be  turned  over  to  the  Sec- 
'  retary.  A  mortgage  up  to  loo  per  cent  will 
f  be  insured  by  FHA  (which  could,  under 
I  certain  circumstances,  require  the  Secretary 
■  of  Defense  to  indemnify  the  Fund  substan- 

Itially)  and  appropriations  for  quarters  al¬ 
lowances  will  be  used  to  pay  principal,  in- 
^  terest  and  other  obligations  but  not  main- 
’  tenance  of  the  mortgagor  corporation. 
These  payments  must  not  exceed  an  average 
of  Igo  a  month  per  unit  and  the  total  pay¬ 
ments  for  all  housing  so  acquired  must  not 
,  exceed  $9  million  per  month.  An  unusual 
I  feature  authorizes  the  Secretary  of  Defense 
1  (with  the  approval  of  FHA)  to  acquire  any 
;  Wherry  Act  housing,  the  mortgages  of  which 
were  insured  under  the  old  Act,  even  if  he 
I  has  to  use  condemnation  to  do  it. 

The  armed  services  housing  program  is 
complicated.  It  is  so  complicated,  in  fact, 
that  several  Senators  on  the  floor  of  the  Sen¬ 
ate  on  August  1,  1955,  did  not  seem  to  un¬ 
derstand  it  clearly  and  one  even  considered 
an  alternative  at  this  time  if  it  did  not  work 
out.  A  Midwest  Senator  is  quoted  as  having 
called  this  “Rube  Goldberg  financing.”  Be 
that  as  it  may,  this  appears  to  be  an  earnest 
attempt  to  solve  a  problem  which  since  1949 
had  defied  solution. 

FARM  HOUSING 

Whenever  mention  is  made  of  housing 
and  housing  legislation  one  usually  thinks 
of  large  cities  and  overcrowding.  In  the 
Housing  Act  of  1949,  however,  provision 
was  made  for  Farm  Housing  and  that  section 
was  amended  and  extended  in  1952,  1953 
and  1954.  The  Amendments  of  1955  again 
extended  them. 

The  Farmers  Home  Administration  was 
established  as  a  part  of  the  Department  of 
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Agriculture  in  1946  and  has  been  in  busi¬ 
ness  since  that  date.  I'he  Secretary  of  Agri¬ 
culture,  through  the  Farmers  Home  Admin¬ 
istration,  may  make  long-term  (33  years) 
loans  at  4  per  cent  to  farmers  who  have  ade¬ 
quate  farms,  for  the  construction  and  im¬ 
provement  of  dwellings  and  other  farm 
buildings,  if  the  farmer  cannot  get  credit 
elsewhere  upon  terms  which  he  can  fulfill. 
Another  section  permits  the  Secretary  under 
certain  circumstances  to  credit  installments 
of  interest  and  not  more  than  50  per  cent 
of  the  principal  payments  to  the  borrower’s 
account  for  five  years.  He  can  even  make 
grants  of  not  over  $500  to  a  farmer  for  cer¬ 
tain  necessary  repairs.  The  Amendments  of 
1955  add  $100  million  to  the  loan  fund,  $2 
million  for  contributions  to  principal  and 
$10  million  for  loans  and  grants  to  improve 
and  repair  farm  buildings.  It  is  understand¬ 
able  but  interesting  nevertheless  that  no  ad¬ 
verse  comment  was  made  in  Congress  on 
these  provisions,  nor  were  any  accusations 
of  socialism  or  subsidy  forthcoming. 

The  84th  Congress  helped  farm  housing 
yet  again  by  passing  H.  R.  5106,  approved  by 
the  President  on  June  16,  1955.  Prior  to  this 
law  a  veteran  who  wanted  to  buy  a  farm 
house  could  use  his  “G.I.  bill”  only  to  get 
the  Veterans’  Administration  guaranty  to  50 
per  cent  of  the  purchase  price  but  not  over 
$4,000,  since  the  provisions  Congress  passed 
for  60  per  cent  and  $7,500  applied  only  to 
residential  property  and  not  to  a  farm  house 
on  a  farm.  H.  R.  510G  amends  the  Service¬ 
men’s  Readjustment  Act  so  that  now  a  vet¬ 
eran  can  use  his  G.I.  bill  rights  to  purchase 
a  farm  house  on  the  same  terms  as  he  could 
buy  a  house  in  the  city.  The  Veterans’  Ad¬ 
ministration  supported  this  bill. 

THE  TEMPER  OF  THE  BILL 

In  speculating  on  what  will  happen  at  the 
next  session  it  is  interesting,  and  even  amus- 
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ing,  to  consider  the  debate  which  took  place 
in  Congress  on  August  1st  (when  the  Senate 
passed  the  compromise  bill)  and  on 
August  2nd  (when  the  House  passed  it).  In 
the  Senate  the  bill  was  bitterly  assailed  for 
reducing  the  number  of  units  authorized  for 
public  housing  and  for  eliminating  the  spe¬ 
cial  authorization  for  housing  the  aging. 
Tlie  human  interest  features  were  stressed 
and  no  Senator  seriously  took  issue.  In  the 
House  the  number  of  units  authorized  for 
public  housing  was  also  bitterly  condemned; 
but  here  they  were  condemned  because  they 
were  authorized  at  all.  Many  Congressmen 
commented  on  the  fact  that  the  House  bill 
had  provided  for  no  authorization  and  that 
public  housing  was  essentially  socialistic  and 
destructive  of  individual  initiative.  In  both 
houses  those  on  the  Conference  Committee 
said,  again  and  again,  that  S  2126  was  the 
best  that  could  be  done  and  after  every 


speech  of  outrage  by  those  who  favored  dif-  [ 
ferent  provisions,  another  member  of  the  | 
Conference  Committee  arose  and  attempted  | 
to  answer  the  objection.  While  much  could  | 
have  been  done  in  one  way  or  another  that 
was  not  done  in  this  bill,  it  must  be  conceded  I 
that  to  arrive  at  S  2126  and  get  it  passed  in  j 
the  temper  of  the  two  houses  at  the  time  was 
an  achievement  in  itself.  Congressman 
Wright  Patman,  attempting  to  sooth  mem-* 
bers  of  the  House  who  felt  the  bill  violated ' 
everything  they  stood  for,  probably  unin- 1 
tentionally  gave  the  motif  which  is  found  j 
throughout  the  Housing  Amendments  of } 
1955:  “Mr.  Speaker,  every  major  law  repre-l 
sents  a  sacrifice  of  view  or  a  compromise  of  I 
opinion  on  the  part  of  practically  every  i 
member  of  the  House  and  Senate.  We  must  j 
give  and  take  in  order  to  have  legislation,  f 
There  is  no  other  way  in  our  democracy  . . .  ( 
to  enact  laws.”  \ 


Want  to  branch  out  into  a  phase  of  management  now  new  to  you?  This 
article  by  an  expert  on  industrial  properties  will  orient  you  to  the 
basic  concepts  and  problems  which  underlie  the  management  of  such 
buildings. 


IMPORTANT  ASPECTS  OF 
INDUSTRIAL  PROPERTY  MANAGEMENT 
by  Kenneth  Draper,  CPM 


Special  knowledge,  special  terminology 
and  special  techniques  are  used  in  finding 
and  keeping  satisfactory  tenants  for  indus¬ 
trial  properties.  The  needs  of  the  industrial 
tenant  vary  with  the  type  of  occupancy. 
Some  need  floors  that  will  carry  heavy  loads. 
High  ceilings  may  be  essential,  as  may  be 
certain  types  of  electric  service  and  wiring, 
and  loading  facilities  to  fit  a  particular  size 
or  type  of  vehicle.  Rail  with  loading  docks 
may  be  needed.  Other  needs  may  be  live 
steam  or  heat  twenty-four  hours  a  day,  sewer 
drains  that  can  handle  acids  that  would  dis¬ 
solve  metal  drains,  ample  parking  facilities, 
more  than  usual  natural  daylight. 

A  space  that  does  not  satisfy  the  needs  of 
a  tenant  is  taken  by  him  only  for  lack  of 
what  he  really  wants,  and  will  no  doubt  be 
abandoned  as  stxjn  as  he  can  find  something 
more  suitable.  A  space  that  fully  satisfies  a 
tenant’s  needs  is  indeed  a  joy  to  him  and 
will  probably  lower  his  cost  of  doing  busi¬ 
ness,  and  thus  warrant  his  paying  more  rent. 


Kenneth  Draper  is  president  of  the  Lambrecht 
Kelly  Company  and  the  Puritan  Management  Com¬ 
pany,  both  in  Detroit.  He  has  served  as  president  of 
the  Detroit  Real  Estate  Board  and  of  the  Michigan 
Real  Estate  Association,  and  is  president  of  the 
Twelfth  Street  Terminal  Buildings  in  Detroit. 


A  good  property  manager  knows  what 
needs  he  can  meet  with  the  land  and  build¬ 
ings  he  has  to  work  with  and  he  takes  ad¬ 
vantage  of  the  possibilities.  P’or  instance,  if 
he  has  a  one-story  building,  he  features  a 
fl(X)r  that  will  hold  any  weight,  and  arranges 
for  truck-level  loading,  either  through  de¬ 
pressed  wells  or  raised  docks.  If  he  is  han¬ 
dling  a  multiple-story  building,  he  will  fea¬ 
ture  large  elevators,  or  lots  of  light,  or  quiet, 
or  dust-proof  windows,  or  fine  offices,  or 
good  maintenance,  or  whatever  he  knows 
the  market  demands. 

The  capable  manager  has  knowledge  of 
going  rents,  how  much  competitive  space  is 
on  the  market,  and  he  meets  the  competi¬ 
tion,  within  limits.  This  is  a  delicate  tactic, 
this  meeting  the  market,  and  requires  bold¬ 
ness  as  well  as  patience  and  stubbornness. 

In  a  building  with  more  than  one  tenant, 
there  is  often  an  exchange  of  information 
among  the  tenants,  and  so  some  uniformity 
of  rental  scale  must  be  maintained,  or  there 
may  be  trouble.  On  the  other  hand,  when 
tenants  are  scarce,  some  concessions  can  be 
made,  such  as  making  the  space  more  attrac¬ 
tive,  providing  facilities  that  the  new  tenant 
might  want,  such  as  partitions,  extra  toilet 
rooms,  special  wiring  or  plumbing. 
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One  of  the  first  questions  that  might  occur  to  a  CPM 

who  has  not  had  any  industrial  management  business  is,  [ 

“How  do  you  get  it?”  | 

The  following  answer  is  plural  and  partial: 

Develop  a  deal  for  a  client  to  build  a  building  for  an  industrial  tenant,  with  the 
understanding  that  you  will  take  on  the  burden  of  management,  for  a  fee. 

Watch  for  vacant  industrial  buildings  of  all  kinds  and  ask  for  the  management  on  the 
basis  that  you  will  find  a  tenant  and  take  on  all  future  worries,  for  a  fee. 

Interest  your  clients  in  the  purchase  of  good  industrial  property  as  an  investment, 
with  the  promise  of  your  management  services,  for  a  fee. 

Establish  a  reputation  as  an  industrial  property  manager.  | 

Find  vacant  or  soon-to-be  vacant  industrial  buildings  that  can  be  converted  into  ) 

multiple  occupancy  to  show  a  good  return,  and  convince  the  owner  of  the  property 
that  you  can  help  him  make  the  conversion,  find  tenants  and  manage  the  property 
for  him  from  then  on,  for  a  fee. 

Find  a  buyer  for  a  building  that  can  be  converted  to  multiple  occupancy  and  who 
will  engage  you  to  supervise  the  conversion  and  take  on  the  management,  for  a  fee. 


The  rental  scale  can  sometimes  be  kept 
intact  and  yet  in  effect  be  lowered  by  offer¬ 
ing  a  prospective  tenant  the  second  month’s 
rent  free.  Somehow  this  arrangement  does 
not  seem  to  upset  other  tenants  in  the  build¬ 
ing,  while  a  reduction  in  the  monthly  rate 
in  the  lease  itself  may  bring  a  demand  for 
the  same  from  other  tenants  when  their 
leases  come  up  for  renewal.  Also,  the  new 
tenant  has  been  conditioned  to  the  stand¬ 
ard  rental  when  his  lease  comes  up  for  re¬ 
newal  a  year  later. 

There  are  times,  of  course,  when  tenants 
are  more  plentiful  than  space.  At  such  times 
an  alert  manager  can  and  should  take  ad¬ 
vantage  of  the  situation.  This  he  can  do  in 
several  ways.  He  can  pick  his  tenants  for 
the  desirability  of  the  tyf>e  of  operation 
for  the  particular  space,  or  he  can  pick  his 


tenants  for  their  financial  strength  and  with  i 
a  view  to  the  possibility  of  expanding,  or  at  5 
least  remaining  in  the  space.  However,  no  | 
intelligent  manager  will  carry  his  advantage 
too  far,  because  it  can  boomerang.  If  the 
new  tenant  feels  that  he  has  been  pushed  too 
far,  he  makes  a  mental  note  to  get  out  of 
your  clutches  as  soon  as  the  lease  expires. 

The  matter  of  a  manager’s  good  name 
among  tenants  is  important  in  the  industrial 
rental  business.  It  is  surprising  how  your 
reputation  as  a  landlord  circulates,  and  how 
it  affects  you. 

We  have  found  that  prospective  tenants 
in  a  multiple  building  invariably  talk  to 
existing  tenants  in  the  building  before  de¬ 
ciding  to  take  space.  If  your  tenants  say  that 
they  are  treated  fairly,  or  better  yet,  highly 
praise  the  management  of  the  property,  a 
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prospective  tenant  is  favorably  impressed. 
When  the  opposite  is  the  case,  he  will  prob¬ 
ably  look  elsewhere. 

j  Most  industrial  tenants  fully  understand 
the  fluctuation  of  demand  and  supply  and 
f  take  advantage  of  such  situations  them- 
i  selves,  but  they  resent  being  gouged. 

[  Some  types  of  industrial  tenants,  such  as 
I  wholesalers  and  distributors,  enjoy  a  stable 
I  business  and  stay  in  a  location  for  many 
^  years.  Other  tenants,  such  as  manufacturers, 
*  tool  and  die  shops  and  fabricators,  some- 
I  times  expand  very  fast  and  then  lose  con- 
j  tracts  or  customer  connections  and  are 
I  down  with  little  or  no  work. 

I  A  manufacturer  or  fabricator  with  a  big 
new  contract  that  forces  him  to  take  addi¬ 
tional  space  will  pay  handsomely  for  space 
;  he  can  use  immediately.  However,  he  might 
[  not  be  the  best  bet  for  the  landlord  when 
■  things  slow  down. 

JUDGING  A  PROSPECTIVE  TENANT 

A  CPM  knows  that  all  tenants  are  not 
!  good  tenants  and  that  there  is  nothing  worse 
than  a  truly  bad  tenant.  When  we  receive 
an  application  (always  in  writing)  from  a 
prospective  tenant  for  industrial  space,  we 
want  to  know  several  things.  One  is  his 
financial  standing.  He  doesn’t  have  to  be  a 
million-dollar  corporation,  but  we  do  want 
to  know  that  he  has  enough  money  or  credit 
to  indicate  that  he  will  stay  in  business.  In 
the  nature  of  things,  prospective  tenants  for 
small  spaces  are  often  persons  starting  a 
new  business  but  who  may  later  become 
bigger  business  for  us.  We  are  willing  to 
take  a  chance  with  a  new  concern  if  they 
seem  to  have  a  good  chance  of  succeeding. 

Then  we  want  to  know  a  prospective  ten¬ 
ant’s  business  history.  Does  he  pay  his  bills 
when  due?  A  former  landlord  is  an  excellent 
source  for  this  information.  We  want  to 
know  the  exact  nature  of  the  operation  he 
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expects  to  conduct.  Is  it  noisy,  is  it  dirty  or 
smelly,  will  it  draw  rats  or  vermin,  will  it 
disturb  his  neighbors,  is  it  legal  as  to  zoning 
and  other  city  ordinances? 

We  want  to  know  if  the  prospective  ten¬ 
ant  is  a  good  housekeeper,  and  will  keep  his 
place  neat  and  tidy.  We  want  to  know  if  his 
operation  has  possible  danger  from  explo¬ 
sion  or  fire,  or  will  cause  an  increase  in  fire 
insurance  rates  on  the  building,  or  in  case 
of  a  multiple  occupancy,  for  all  other  ten¬ 
ants. 

If  all  of  these  matters  are  right,  we  go 
ahead. 

However,  we  have  found  it  advisable  to 
keep  an  eye  on  new  tenants  for  a  while  be¬ 
cause  we  have  run  into  such  difficulties  as 
overloading  of  floors,  the  piling  of  merchan¬ 
dise  up  to  and  around  sprinklers  so  as  to 
make  them  ineffective,  and  the  conducting 
of  operations  that  were  not  mentioned  when 
the  premises  were  rented,  such  as,  in  one 
instance,  the  cleaning  of  machine  parts  in 
open  gasoline-filled  pans. 

After  a  tenant  is  well  established,  not 
much  attention  is  needed  except  for  peri¬ 
odic  inspections.  But  Just  before  a  lease  is 
up  for  renewal,  we  begin  close  observation 
again  in  order  to  anticipate  points  for  nego¬ 
tiation. 

FEES 

Fees  for  the  management  of  industrial 
real  estate  are  generally  based  at  5  per  cent 
of  the  gross  rentals  collected.  Regular  leas¬ 
ing  commissions  are  charged  by  the  manage¬ 
ment  when  new  leases  are  negotiated.  Some¬ 
times  renewal  commissions  are  less  than 
the  percentage  charged  for  new  leases. 

When  commissions  are  charged  for  nego¬ 
tiating  leases,  a  managing  agent  of  course 
has  to  pay  for  any  advertising  expense  that 
may  be  incurred. 

Occasionally,  under  certain  conditions. 
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the  manager  is  paid  a  flat  fee  per  month, 
based  on  the  amount  of  service  necessary, 
as  it  is  plain  that  it  might  not  be  fair  to 
collect  a  leasing  commission  for  negotiating 
a  ten-year  lease  with  an  AAA  corporation  at 
$2,000  net  a  month  and  then  charge  $100 
per  month  for  receiving  a  check  and  for¬ 
warding  the  amount  to  the  owner.  The  fee 
might  well  be  $25  per  month,  including 
checking  by  the  management  of  taxes  and 
insurance  regularly. 

LEASES 

In  our  office  we  believe  that  all  industrial 
property  should  be  leased  with  a  minimum 
term  of  one  year,  and  under  normal  condi¬ 
tions  we  will  lease  up  to  three  years  if  the 
tenant  so  desires. 

If  one  owner  has  more  than  one  tenant, 
it  is  well  to  stagger  the  expiration  dates  of 
his  leases  so  that  the  manager  will  not  face 
several  difficult  situations  in  negotiating 
renewals  all  at  the  same  time. 

Forms  of  leases  vary  in  different  localities, 
but  the  most  important  point  for  all  is  to 
have  a  complete  document  that  covers  every 
known  pertinent  term  and  condition.  Many 
budding  arguments  between  the  tenant  and 
the  landlord  can  be  nipped  quickly  by  ref¬ 
erence  to  the  paragraph  in  a  complete  lease 
that  spells  out  the  answer. 

Long-term  leases  have  certain  definite 
advantages  for  everyone  concerned.  From 
the  landlord’s  standpoint  there  are,  how¬ 
ever,  disadvantages  that  should  be  carefully 
weighed.  I  am  referring  to  leases  of  more 
than  five  years.  There  is  the  matter  of 
changes  in  the  value  of  money,  unantici¬ 
pated  sharp  increases  in  real  estates  taxes,  or 
increases  in  the  actual  value  of  the  leased 
property,  or— and  this  is  one  to  remember— 
possible  substantial  increases  in  assessed 
value  due  to  improvements  made  by  the  ten¬ 
ant  at  his  own  expense. 


It  has  always  seemed  to  me  that  when  a 
lease  for  a  term  in  excess  of  five  years  is 
given,  it  is  better  to  have  a  net  lease  with 
the  tenant  paying  all  expenses,  including  ^ 
inside  maintenance  and  repair,  all  taxes  and  ’ 
insurance  (or  at  least  the  tenant  should  I 
agree  to  pay  any  increase  in  taxes  and  in-  i 
surance).  The  rental  rate  can  be  tailored  to  [ 
suit  such  a  lease.  [ 

In  our  office  we  require  cash  security  de-  [ 
posits  on  all  industrial  leases.  One  month’s  ' 
rent  for  a  one-year  lease,  two  months’  for 
two  years,  and  three  months’  for  a  three-year  | 
lease.  Cash  security  deposits  have  saved  us  i 
many  losses  and  other  troubles.  We  recom-  ( 
mend  cash  security  deposits  on  all  leases.  > 

TERMINOLOGY  IN  DAILY  USE 

In  our  part  of  the  country,  industrial  space 
is  discussed  by  the  square  foot,  and  rental 
rates  are  quoted  by  the  square  foot  annual 
rental. 

If  an  agent  quotes  the  size  of  a  space,  he 
says,  for  instance,  10,000  square  feet,  and 
quotes  the  rental  rate  of,  say,  60  cents  per  | 
square  foot,  which  in  the  case  of  10,000  j 
square  feet  would  be  $6,000  a  year,  payable  ' 
at  $500  per  month.  The  space  is  measured  ^ 
on  the  outside  of  the  building.  ■ 

Clear  span  means  no  columns  or  posts,  all 
space  being  open.  j 

A  sprinklered  building  is  one  in  which  is 
installed  a  sprinkler  system  of  overhead 
pipes  with  shower  heads  that  will  melt  at 
a  certain  degree  of  heat,  thus  throwing 
water  if  there  is  a  fire  and  presumably  ex¬ 
tinguishing  the  blaze.  A  sprinklered  build¬ 
ing  is  not  only  a  safer  building  but  is  also 
a  less  expensive  building  to  operate,  as  fire 
insurance  rates  are  substantially  lower  than 
on  a  similar  unsprinklered  building. 

Loading  docks  are  platforms  built  to  truck  j 
floor  heights  so  that  trucks  or  freight  cars  can 
be  easily  loaded  and  unloaded. 
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I  Loading  wells  are  ramps  built  to  allow 
trucks  and  trailers  to  back  down  to  floor 
level  of  the  building  for  easy  loading  and 
|,  unloading. 

A  hoist  is  a  sunken  elevator  type  of  appa- 
!  ratus  that  moves  up  and  down  from  the 
building  floor  level  to  truck  floor  level  to 
facilitate  loading  and  unloading. 

Power  wiring  is  special  heavy  duty  wiring 
that  is  brought  in  to  service  machinery  that 
cannot  be  operated  with  average-size  power 
lines.  Power  wiring  involves  switch  boxes 
and  fittings  that  can  run  into  large  sums  of 
money. 

A  fireproof  building  is  a  structure  with 
}  no  combustible  materials  used  in  its  con¬ 
struction— usually  one  built  of  masonry, 
steel,  with  glass  or  metal  doors. 

Mill  construction  denotes  a  building  with 
heavy  wood  beams  and  heavy  wood  or  brick 
or  steel  upright  members.  This  type  of  con¬ 
struction  was  common  fifty  years  ago,  and 
many  such  buildings  are  still  in  use. 

I  MAINTENANCE 

i  Tenants  using  industrial  space  are  people 
.  just  like  everyone  else  and  they  react  much 
•  as  do  tenants  in  residential  property.  Most 
^  of  them  appreciate  attractive,  convenient 
surroundings  and  tend  to  keep  their  prem¬ 
ises  up  to  the  level  of  their  surroundings. 

We  have  always  felt  that  first-class  mainte¬ 
nance  of  any  property  as  far  as  fundamentals 
I  are  concerned,  is  just  good  business.  A  roof 
I  has  to  be  kept  in  repair,  gutters  and  down 
[  spouts  not  repaired  in  time  we  know  often 
i  results  in  serious  injury  to  walls  and  founda- 
,  tions.  Delay  in  such  repairs  is  expensive. 
We  believe  that  it  is  good  business  to 
keep  industrial  premises  as  tidy  and  as  at¬ 
tractive  as  is  practical.  A  little  paint  on  the 
;  front  door,  a  word  to  the  tenant,  if  he  is 
J  responsible  for  replacing  cracked  glass, 
j  washing  windows  for  space  that  is  vacant. 


an  effort  to  keep  the  front  and  rear  yards 
free  from  rubbish  and  blown  papers— all  this 
is  w'orth  while. 

In  multiple  occupancy  buildings,  public 
halls  and  stairways  should  be  kept  in  good 
repair  and  brightly  painted.  Elevators 
should  be  painted  and  the  interior  of  the 
elevator  shaft  should  not  be  allowed  to  be¬ 
come  grimy.  Boiler  rooms  should  be  as  clean 
as  a  pin  and  well  painted.  Vacant  space 
offered  for  rent  should  be  clean  and  have  a 
well-kept  appearance.  We  like  to  leave  the 
electric  current  turned  on  in  vacant  spaces, 
and  provide  powerful  light  bulbs  so  that  on 
a  dark  or  dismal  day  we  can  open  the  door 
for  a  prospective  tenant  and  by  a  flick  of  the 
switch,  flood  the  space  with  light. 

PARKING 

Today  parking  space  is  essential.  If  an 
industrial  building  does  not  have  adequate 
parking  space,  something  should  be  done 
about  it.  We  have  found  that  the  purchase 
of  neighboring  property,  even  if  demolition 
of  existing  buildings  is  required,  is  often 
profitable  in  the  long  run. 

We  try  to  keep  an  eye  on  all  nearby  prop¬ 
erty  that  is  offered  for  sale  and  if  the  price 
is  reasonable,  we  recommend  its  acquisition 
by  the  owner  of  the  industrial  building.  We 
have  been  able  in  several  instances  to  ac¬ 
quire  for  industrial  building  owners  neigh¬ 
boring  small  houses  at  reasonable  prices, 
and  then  we  have  rented  the  house  to  a  ten¬ 
ant  who  would  give  up  his  rear  yard  to  pro¬ 
vide  parking  needed  by  the  industrial  build¬ 
ing  occupants.  Thus  we  have  some  income 
from  the  residential  portion  of  the  acquired 
property,  as  well  as  parking  spaces  for  ten¬ 
ants.  If  later  it  is  desirable  to  demolish  the 
house,  there  is  an  income  tax  loss  equal  to 
the  value  of  the  house  to  be  charged  off. 
Such  losses  taken  at  the  right  time  can  be 
quite  beneficial. 
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Related  to  the  parking  problem  is  the 
problem  of  accommodating  the  large  tractor- 
trailers  that  are  used  so  much  today.  Some 
buildings  have  become  useless  for  certain 
purposes  because  there  isn’t  room  enough 
in  the  street  to  get  these  mammoth  vehicles 
into  loading  position,  and  there  is  no  other 
proper  approach  to  the  building.  Any  new 
building  or  conversion  of  a  building  for 
industrial  purposes  should  take  into  con¬ 
sideration  facilities  for  maneuvering  these 
trailers, 

ZONING 

In  most  communities  zoning  has  become 
increasingly  important  in  connection  with 
any  real  estate  activity.  Many  communities 
have  nonconforming  industrial-type  build¬ 
ings  and  this  means  that  a  new  occupant  for 
such  a  building  must  clear  with  municipal 
authorities. 

To  those  without  experience,  let  me  warn 
you  not  to  enter  into  a  lease  with  a  tenant 
as  long  as  there  is  any  question  of  the  ten¬ 
ant’s  legal  right  to  use  the  building  for  the 
purpose  for  which  he  rented  it.  You  may 
be  held  responsible  for  the  expense  and 
trouble  the  tenant  has  incurred  up  to  the 
time  he  finds  that  he  cannot  use  the  property 
as  he  intended.  It  is  likely  that  the  manager 
would  be  held  liable  for  such  a  loss  because 
he  had  not  made  the  zoning  situation  clear 
to  the  tenant.  If  the  tenant  with  full  knowl¬ 
edge  of  the  situation  agrees  to  get  the  neces¬ 
sary  information  himself  from  the  munic¬ 
ipal  authorities,  it  would  still  not  be  wise 
to  enter  into  a  lease  until  the  permission  is 
formally  granted  by  the  authorities. 

PROFIT  FROM  INDUSTRIAL 
OWNERSHIP 

All  income  from  investment  is  governed 
somewhat  by  the  risk  involved  and  this  is 
true  of  industrial  property  ownership. 


The  cost  of  a  new  building  for  a  tirst- 1 
class  tenant,  who  is  willing  to  take  a  long- 1 
term  lease,  should  normally  be  amortized  I 
completely  during  the  term  of  the  lease,  in  I 
addition  to  a  good  rate  on  the  funds  in-  [ 
vested.  The  reason  for  this  is  the  fact,  well  P 
known  to  all  who  are  familiar  with  this  type  [ 
of  investment,  that  there  is  nothing  deader  | 
than  an  industrial  building  when  there  is  [ 
no  demand  for  industrial  property.  | 

Often  a  structure  built  for  a  certain  user  | 
is  obsolete  by  the  time  a  twenty-year  lease 
has  expired,  and  the  building  may  even  be 
such  a  liability  that  it  has  to  be  wrecked 
to  make  room  for  a  modern-type  building,  i 
or  expensive  changes  might  be  needed  to 
make  it  suitable  for  a  new  tenant. 

Investors  in  industrial  property  expect 
and  are  entitled  to  a  greater  return  on  their 
invested  funds  than  investors  in  most  resi¬ 
dential  or  commercial  property  because  of 
the  risk  involved.  A  rule-of-thumb  formula 
for  the  establishment  of  a  rental  on  a  new 
building  especially  built  for  an  industrial 
tenant  might  be  set  at  a  return  of  6  per  cent 
per  annum  on  the  value  of  the  ground  and  8  i 
per  cent  on  the  cost  of  the  building,  plus  f 
the  cost  of  the  building  amortized  over  the  , 
period  of  the  lease.  This  might  work  out  I 
at  1 2  per  cent  on  the  cost  of  the  building  | 
if  the  lease  were  for  twenty-five  years,  so:  f 

Land  value . $2o,ooo  @6%  $i,20o.  per  annum  | 
Bldg,  cost  . .  60,000  ' 

8%  return  on  investment  4,800.  per  annum 
plus— 4%  to  amortize  cost  of 

building  in  25  years  2,400.  per  annum 

$8,400.  annual 
rental 

This  would  be  $700  per  month  on  a  net 
lease,  the  tenant  to  pay  taxes,  insurance  and 
maintenance.  Rates  vary  in  different  parts 
of  the  country  and  the  financial  standing  of 
the  tenant  is  important. 

When  the  tenant  is  a  national  concern 
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with  assets  of  one  million  dollars  or  more, 
cheaper  money  is  available  from  large  in¬ 
vestors  who,  because  the  fulfilling  of  the 
[  terms  of  the  lease  is  virtually  certain,  are 
f  satisfied  to  amortize  their  investments  over 
I  the  period  of  the  lease  and  receive  a  net 

Irate  of  5  to  7  per  cent. 

Some  realtors  are  actively  engaged  in 
creating  such  leases  by  building  for  highly- 
I  rated  tenants  and  creating  a  package  which 
I  they  later  sell  to  large  individual  or  insti- 
^  tutional  investors. 

SOME  BASIC  RULES 

Always  get  a  written  application  from  a 
;  prospective  tenant  with  information  that 
you  need  at  the  time,  and  that  you  might 
need  later,  such  as:  (1)  name  and  address  of 
prospective  tenant;  (2)  whether  he  is  doing 
business  as  an  individual,  partnership,  cor¬ 
poration,  or  under  an  assumed  name;  (3)  if 
a  corpKjration,  correct  names  and  home  ad¬ 
dresses  of  the  officers  who  will  sign  the  lease, 

;  for  use  if  it  is  necessary  to  serve  legal  notices; 

:  (4)  references;  (5)  type  of  operation  to  be 
conducted  on  premises  and  any  other  per¬ 
tinent  facts. 

Do  not  give  possession  of  the  space  until 
the  lease  is  signed  and  checks  for  rent 
and  ^security  deposit  are  either  certified  or 
cleared  by  the  bank. 

Do  not  allow  a  new  tenant  to  move  any¬ 
thing  into  the  space  until  the  lease  is  signed 
and  rent  paid. 

Insist  on  good  housekeeping  and  elimi¬ 
nation  of  fire  hazards  at  all  times. 

Insist  on  prompt  payment  of  rent. 

If  a  tenant  is  in  ftnancial  trouble,  get  a 
complete  explanation  of  the  situation  from 
the  tenant  immediately  and  act  quickly  ac¬ 
cording  to  your  best  judgment.  If  it  is  clear 
that  the  situation  is  hopeless,  give  notice  to 
vacate,  keeping  in  mind  that  such  a  notice 
cancels  the  lease. 


There  have  been  cases  in  which  a  smart 
tenant,  wishing  to  get  out  of  a  lease,  has  pur¬ 
posely  played  “hard  up”  in  order  to  tempt 
the  landlord  to  give  a  notice  to  quit  for  non¬ 
payment  of  rent,  and  thus  cancel  the  lease. 

There  are  some  types  of  business  enter¬ 
prises  that  are  undesirable  as  tenants  under 
usual  circumstances  and  it  is  best  not  to 
deal  with  them,  even  if  they  appear  to  be  the 
exception  to  the  rule.  An  illustration  is  the 
experience  of  the  landlord  who  accepted  a 
candy  manufacturer  as  a  tenant  on  the  third 
floor  of  a  building  that  had  twenty  or  more 
tenants.  The  sugar,  flour  and  other  ingre¬ 
dients  used  by  the  candy  manufacturer  were 
a  powerful  temptation  to  rats,  mice,  ants 
and  bugs  of  various  kinds,  and  soon  the 
whole  place  was  over-run  and  the  other  ten¬ 
ants  became  disgusted  and  angry.  It  was  nec¬ 
essary  to  get  the  offending  business  out  of 
the  building  as  soon  as  possible.  A  candy 
manufacturer  is  all  right  in  his  place,  but 
he  should  be  located  in  a  separate  building 
where  he  can  control  the  pests  which  he 
attracts. 

GETTING  ALONG  WITH  TENANTS 

The  relationship  between  landlord  and 
tenant  in  an  industrial  building  is  a  little 
different  than  that  existing  in  residential 
or  retail  store  property.  A  residential  ten¬ 
ant  can  usually  move  without  much  trouble 
cr  expense,  if  he  takes  the  notion.  A  retail 
store  tenant  can  move  if  he  wants  to,  but 
he  is  generally  reluctant  to  do  so,  for  an 
established  location  is  probably  important 
to  him.  An  industrial  tenant  can  sometimes 
move  easily  if  not  satisfied,  as  a  specific 
location  may  not  be  essential.  As  a  rule, 
though,  a  general  locality  might  be  of  some 
importance  because  of  neighboring  cus¬ 
tomers  or  suppliers,  or  because  he  can  get 
the  type  of  labor  he  needs. 

If  the  tenant  has  machinery  and  equip- 
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merit  that  is  expensive  to  move,  he  thinks 
twice  before  making  a  change. 

Most  industrial  tenants  dream  of  having 
their  own  perfect  building,  but  unless  their 
opieration  is  sizable,  it  is  cheaper  to  rent. 
As  soon  as  a  small  industry  moves  into  its 
own  separate  building  it  faces  taxes,  in¬ 
surance,  maintenance,  janitor  service,  and 
possibly  night  watchman  services,  most  of 
which  are  furnished  in  a  multiple  occupancy 
building.  When  a  tenant  is  paying  rent,  he 
can  take  all  of  his  rent  payments  as  a  tax 
deduction.  The  interest  on  money  invested 
in  a  plant  of  his  own  is  not  a  deductible 
item,  unless  he  is  paying  interest  on  a  mort¬ 
gage.  Of  course,  his  capital  is  also  tied  up 
and  cannot  be  used  in  his  business. 

It  is  well  for  a  manager  to  be  aware  of 
all  of  the  problems  that  a  tenant  has,  in 
order  to  be  able  to  deal  with  him  intelli¬ 
gently.  However,  the  most  important  point 
in  dealing  with  an  industrial  tenant  is  to 
keep  him  convinced  that  he  has  been,  and 
will  be,  treated  fairly.  His  legitimate  re¬ 
quests  should  be  taken  care  of  promptly,  if 
possible,  and  if  not,  he  is  entitled  to  a  sen¬ 
sible  explanation.  He  should  be  made  to 
feel  that  the  manager  is  trying  to  make  him 
happy  and  comfortable. 

When  dealing  with  an  unreasonable  ten¬ 
ant,  fairness  may  win  out  in  the  end. 


In  a  separate  building  a  tenant  should 
furnish  all  of  his  own  utilities  and  maintain 
the  interior  of  the  premises.  He  should  be 
responsible  for  all  broken  windows  and  the 
appearance  of  the  grounds.  The  landlord 
often  maintains  the  exterior  of  the  building, 
except  for  the  windows  and  doors,  which  are 
subject  to  constant  breakage  if  the  tenant  is 
careless. 

In  a  building  with  more  than  one  tenant, 
the  landlord  usually  maintains  the  exterior 
except  for  the  glass  in  the  windows,  for 
which  each  tenant  is  responsible  in  his  own 
space.  The  landlord  maintains  and  lights 
the  public  halls,  stairways  and  elevators,  and 
exterior  grounds. 

As  a  rule,  the  tenant  should  maintain  the 
interior  of  his  own  space  and  always  pay 
for  his  own  utilities  except  possibly  water, 
if  water  is  used  only  for  toilets  and  drinking. 
If  the  tenant  uses  water  in  manufacturing 
or  processing,  he  should  have  a  separate 
meter  and  pay  for  the  water  he  uses. 

I  have  not  touched  on  the  specialized 
subject  of  the  development  of  organized 
industrial  districts.  This  phase  of  industrial 
real  estate  has  been  very  well  covered  in  a 
pamphlet  issued  by  the  U.  S.  Chamber  of 
Commerce  under  the  title,  “Organized  In¬ 
dustrial  Districts,”  and  I  would  urge  inter¬ 
ested  readers  to  secure  a  copy  of  it. 


IREM’s  former  president,  Ormonde  A.  Kieh  of  Brielle,  N.J.,  is  now 
Assistant  Postmaster  General,  Bureau  of  Facilities.  This  Bureau  is 
chiefly  responsible  for  real  estate,  including  rentals,  construction  and 
management.  Here  Mr.  Kiel)  describes  the  Government's  very  inter¬ 
esting— and  realistic— lease-purchase  program  for  creating  much 
needed  postal  building  facilities. 


HOW  THE  POST  OFFICE  DEPARTMENT  IS 
PURCHASING  NEW  BUILDINGS 
OUT  OF  RENTS 

by  Ormonde  A.  Kieb,  CPM 


Many  realtors  think  of  real  estate  man¬ 
agement  in  terms  of  the  detailed  techniques 
of  property  handling  and  operation,  such 
as  problems  of  painting,  decorating,  heat¬ 
ing,  custodial  services,  and  the  like.  But  the 
subject  property  should  be  approached  from 
a  much  broader  viewpoint.  The  manage¬ 
ment  of  real  property  encompasses  the  whole 
field— /lott'  to  use  it,  where  it  should  be  lo¬ 
cated,  what  use  is  planned,  how  it  should  be 
acquired,  how  it  should  be  financed,  how  it 
should  be  held.  What  resources  does  the 
owner  possess  to  accomplish  his  purpose? 
The  broad  field  includes  elements  of  the 
owner’s  position:  the  sales  market  condition, 
municipal  planning  and  growth,  the  financ¬ 
ing  market,  and  so  on.  Then,  with  that 
background  acquired  only  through  train¬ 
ing  and  experience,  the  choice  is  made  of 
how  to  go  about  the  doing. 

It  is  from  this  broad  concept  that  I  would 
like  to  present  the  lease-purchase  program 
of  the  Post  Office  Department.  Consider  me 
as  you  would  a  realtor  representing  ex¬ 
clusively  the  U.S.  Post  Office  Department. 


The  lease-purchase  program  was  provided 
by  the  83rd  Congress  in  Title  II  of  Public 
I^w  519,  known  as  the  Post  Office  Depart¬ 
ment  Property  Act  of  1954.  As  stated  in 
the  law,  this  is  not  a  substitute  for  a  Federal 
public  works  building  program  but  rather, 
as  reflected  in  committee  and  conference 
hearings,  is  a  “buy-out-of-rent”  mechanism. 
It  is  designed  to  provide  an  additional 
modern  tool,  to  assist  the  Department  in 
reducing  its  backlog  of  badly  needed  facili¬ 
ties.  Modern  buildings  using  the  latest 
structural  advances,  with  improved  factors 
of  space  utilization  and  material  handling 
equipment,  are  an  important  cog  in  the 
Eisenhower  Republican  Administration’s 
program  to  improve  the  postal  service  and 
to  reduce  deficits.  They  mean  lower  costs  to 
the  taxpayers. 

There  has  been  no  public  building  pro¬ 
gram  since  Pearl  Harbor.  Many  of  our  exist¬ 
ing  Federal  buildings  are  obsolete,  suffering 
from  deferred  maintenance  and  costly  to 
operate.  Since  1940  we  have  had  a  25  per 
cent  increase  in  population.  In  the  last  15 
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years  the  pieces  of  mail  handled  by  the 
Department  (its  volume  index)  have  in¬ 
creased  over  80  per  cent.  Another  25  per 
cent  increase  in  population  is  anticipated  in 
the  next  20  years  with  its  resultant  increase 
in  this  mail  volume.  Our  service  has  simply 
outgrown  its  postal  facilities,  and  it  has  been 
necessary  to  rent  or  lease  millions  of  feet  of 
space.  What  of  the  future? 

For  instance  the  Post  Office  is  the  only 
governmental  agency  authorized  to  make  20- 
year  non-cancel lable  lease  agreements.  We 
had  some  good  leasing  tools;  however,  we 
needed  to  strengthen  these  tools  through 
the  use  of  modern  techniques.  You  folks 
in  the  real  estate  field  understand  that 
constant  level  monthly  payment  mortgages 
retire  the  principal.  The  amortization 
schedule  is  a  vital  part  of  the  terms  of  the 
mortgage,  which  vary  according  to  the  prop¬ 
erty,  credit  of  the  borrowers,  mortgage 
market,  and  so  on.  Uncle  Sam’s  credit  is  the 
best  in  the  country.  Therefore,  why  not 
have  my  client— in  this  case  Uncle  Sam— 
earn  the  benefit  of  this  retired  principal 
or  accumulated  equity  by  owning  the  good 
properties  at  the  end  of  the  lease  term. 

The  lease-purchase  program  is  actually  a 
“buy-out-of-rent”  program.  It  should  not  be 
confused  with  our  commercial  leasing  pro¬ 
gram,  where  the  Department  merely  occu¬ 
pies  facilities  under  the  terms  of  a  rental 
agreement,  nor  should  it  be  confused  with  a 
Federal  public  works  program  where  build¬ 
ings  are  erected  by  outright  appropriations. 
I  might  point  out  that  during  the  past  year 
our  commercial  leasing  program  alone  has 
supported  $28  million  of  new  construction, 
all  accomplished  by  private  enterprisers  us¬ 
ing  funds  provided  by  private  investors,  and 
this  program  is  continuing  and  increasing. 
We  are  determined  to  remove  the  creeping 
paralysis  of  obsolesence  in  our  physical 
plant,  in  procedures  and  accounting 


methods,  and  to  modernize  the  service, 
keeping  pace  with  the  needs  and  techniques 
of  commerce,  industry,  technology,  and  the 
economics  of  the  nation. 

The  lease-purchase  program  is  a  long¬ 
term  purchase  contract  similar  to  that  used 
by  individuals  when  they  buy  a  washing 
machine  or  a  car  on  an  installment  contract 
over  a  fixed  period,  enjoy  the  use  of  it  dur¬ 
ing  that  period  and  pay  for  it  in  monthly 
installments. 

Congress  has  limited  the  Post  Office  De¬ 
partment  to  commit  $3  million  of  appropri¬ 
ated  rental  funds  for  lease-purchase  projects 
during  fiscal  years  1955  and  1956,  and  has 
set  a  3-year  limitation  for  the  origination 
of  projects. 

The  Government  now  owns  about  200 
vacant  land  sites  that  were  acquired  for 
postal  facilities  prior  to  the  Pearl  Harbor 
government-building  freeze.  All  this  time 
the  land  has  been  laying  idle,  tax  exempt 
and  undeveloped,  with  no  federal  building 
program  or  other  means  to  use  it.  Much  of 
it  represents  buildings  which  are  urgently 
needed.  If  we  cannot  build  we  must  rent 
needed  space. 

To  eliminate  this  economic  waste  we  are 
screening  all  these  sites,  located  throughout 
the  country.  Where  it  is  definitely  deter¬ 
mined  that  such  sites  are  no  longer  suitable 
for  our  use,  we  are  declaring  them  excess 
to  the  Post  Office,  for  their  subsequent 
screening  with  other  agencies  and/or  dis¬ 
posal  under  the  President’s  program  for  the 
disposal  of  excess  real  property.  Where  such 
sites  are  still  suitable  for  our  purposes  (that 
is,  of  the  right  size  and  shape,  located  where 
we  have  a  service  need  and  where  we  do  not 
have  Federal  building  or  long-term  leases,) 
we  prepare  a  lease-purchase  project.  If  (on 
paper)  the  project  is  economic  and  the 
necessary  monthly  payment  is  comparable 
to  existing  comparable  rentals,  the  project 
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I  is  submitted  to  the  Bureau  of  the  Budget. 
If  approved  there,  it  goes  to  the  Public 
Works  Committees  of  the  House  and  Senate 
{(St  their  approval. 

It  will  continue  to  be  our  policy  for  the 
I  use  of  this  lease-purchase  tool  to  consider 

(first  those  areas  in  which  unimproved 
government-owned  real  estate  has  been  ac- 
I  quired  and  still  remains  suitable  and  ade- 
I  quate  for  Post  Office  Department  use.  This 
I  does  not  mean  we  would  ignore  the  use  of 
the  lease-purchase  tool  in  an  area  of  real 
need,  if  no  government-owned  site  were 
available. 

The  approved  projects  are  then  subjected 
to  a  new  operational  survey  made  to  deter¬ 
mine  actual  needs  on  a  25-  to  50-year 
projected  basis,  while  final  plans  are  being 
prepared.  We  then  draw  preliminary  sche¬ 
matic  “space  budget”  and  “land  improve¬ 
ment”  plans.  Outside  architects  and  engi- 
I  neering  firms  are  hired  on  contract  to  begin 
I  with  these  schematics  and  to  complete  final 
i  working  drawings  and  specifications  for  con- 
I  struction  of  the  project.  These  architects 
and  engineers  are  retained  on  a  negotiated 
fixed-fee  basis.  Their  fees  are  advanced  from 
appropriated  postal  rent  funds.  The 
government-owned  land  site  is  leased  “out” 
to  the  proponent  or  builder  on  a  55-year 
lease  at  one  dollar  per  year.  The  lease  is 
made  for  55  years  so  as  not  to  pre-empt  those 
lending  agencies  which  are  barred  by  stat¬ 
ute  from  lending  on  leasehold  of  a  lesser 
period.  The  lease  contains  a  reversionary 
clause  providing  for  termination  simultane¬ 
ously  with  the  successful  completion  of  the 
lease-purchase  agreement  on  the  building, 
so  that  free  and  clear  title  to  both  land  and 
building  revert  to  the  Government  simul¬ 
taneously.  There  are  no  options  involved, 
all  agreements  are  firm  obligations. 

A  bidder’s  package  is  now  put  together 
containing  the  ground  lea$e,  plans  and 


specifications,  land  surveys,  topographical 
surveys,  borings  if  necessary,  the  agreement 
to  build-lease  and  convey,  and  the  lease- 
purchase  agreement  itself.  We  advertise  for 
bidders  who  will  take  our  package,  reim¬ 
burse  the  Department  for  our  advance  cost, 
erect  the  building,  install  the  land  improve¬ 
ments,  and  enter  into  the  contracts  at  the 
competitively  lowest  annual  costs.  These  an¬ 
nual  costs  are  then  compared  to  the  “going 
comparable  rents”  for  similar  properties  in 
similar  neighborhoods.  If  comparable,  the 
Bureau  of  the  Budget  analyses  our  recom¬ 
mended  contract  and  if  approved  by  them 
the  contract  is  awarded  to  the  lowest  bidder. 
Open  competition  is  the  Government’s  pro¬ 
tection  against  the  possibility  of  fraud  or 
windfalls. 

The  agreement  to  build-lease  and  convey 
submitted  by  each  bidder  must  include  a 
statement  of  purchase  price,  interest  rate, 
amortization  and  the  amount  required  for 
reimbursement  for  taxes  and  insurance.  The 
land,  when  title  remains  in  the  Government, 
remains  real  estate  tax  exempt.  The  build¬ 
ing,  however,  with  title  in  the  lessor,  is  sub¬ 
ject  to  municipal  real  estate  taxes  during 
the  period  of  the  contract.  Taxes  are  handled 
by  a  tax  escalator  clause  which  contains 
a  provision  for  reimbursement  by  the  De¬ 
partment  to  the  lessor  for  tax  increase  and 
a  reimbursement  to  the  Department  by  the 
lessor  for  a  tax  decrease. 

The  lessor  is  required  to  carry  insurance 
protection  against  loss  by  fire,  other  hazard, 
damage  to  property  of  others  and  bodily 
injury  liability,  and  is  required  to  submit 
a  performance  bond  for  completion  of  his 
contract  to  build-lease  and  convey.  When 
the  building  has  been  erected  and  accepted, 
the  Government  occupies  it,  provides  cus¬ 
todial  management  and  begins  to  pay  rent 
—at  the  end  of  each  month. 

The  Government  also  assumes  responsi- 
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bility  for  structural  maintenance  during 
the  period  of  the  contract,  which  may  be 
from  10  to  25  years.  We  are  currently  plan¬ 
ning  all  contracts  on  a  25-year  period  to  take 
advantage  of  low  annual  costs. 

This  method  permits  the  Post  Office  De¬ 
partment  to  procure  modern  and  vitally 
needed  facilities  in  substantially  the  same 
way  in  which  the  average  prudent  American 
buys  his  home— with  periodic  payments  like 
rent.  It  opens  the  way  for  private  enterprise 
to  build  and  sell  properties  to  the  Govern¬ 
ment  on  a  long-term  basis  with  a  minimum 


of  risk.  It  does  not  increase  the  public  debt 
because  if  we  did  not  use  lease-purchase  we 
would  have  to  rent  a  property  at  the  same 
rent  anyway. 

This  method  provides  income  for  local 
communities  from  real  estate  taxes  for  the 
period  of  the  lease-purchase  agreement,  thus 
assisting  communities  in  carrying  the  cost 
of  local  government. 

And  most  important  of  all,  in  keeping 
with  the  Eisenhower  Administration  pol¬ 
icies,  it  provides  better  postal  service  at 
lower  cost  to  the  taxpayer. 


Working  with  single-family  house  management  since  19^8,  Saxe  Real¬ 
tors  finds  that  a  management  department  for  such  properties  camiot 
pay  its  way  with  less  than  200  units,  even  though  it  may  still  be  a  valu¬ 
able  feeder  to  the  sales  and  insurance  departments.  If  you're  interested 
in  starting  such  a  department,  give  it  from  ^  to  ^  years  to  become  estab¬ 
lished. 


HOW  WE  BUILT  UP  A  MANAGEMENT 
DEPARTMENT  ON  SINGLE-FAMILY  HOUSES 
bjy  Jules  Saxe,  CPM 


I  When  we  started  out  in  1938,  the  rental 
,  business  and  collection  of  rents  was  a  major 
I  part  of  residential  brokerage  offices.  There 
I  were  hundreds  of  vacancies  and  owners 
i  looked  to  real  estate  offices  to  solve  their 
'  problems.  But  even  in  those  days,  people 
who  had  bungalows  to  rent  rarely  kept  them 
I  vacant  a  week,  while  all  around  them  du- 
I  plexes  and  apartments  stayed  vacant  week 
after  week  and  frequently  for  months.  Fur¬ 
thermore,  there  was  much  less  turnover  of 
tenants  among  the  bungalow  rentals  than 
with  other  types. 

At  that  time  the  main  source  of  bungalow 
rental  units  was  the  group  of  investors  in 
property  for  income  purposes,  and  most  of 
these  people  managed  their  own  property. 
However,  when  we  found  so  few  vacancies 
occurring  in  homes,  and  also  because  we  had 
no  contact  with  owners  of  the  larger  multi¬ 
family  investments  or  with  office!  which 
dealt  in  this  type  of  property,  we  were  forced 
to  find  something  to  sell  investors  who  came 
to  our  neighborhood  office  to  make  small  in¬ 
vestments. 

Jules  Saxe  is  head  of  the  San  Francisco  firm  of 
Saxe  Realtors. 


We  sold  as  many  homes  for  investment  as 
we  could,  with  the  understanding  that  we 
would  handle  the  management.  Most  of 
these  investors  had  occupations  that  sup¬ 
plied  their  livelihood,  so  we  arranged  to 
keep  the  entire  income  until  we  built  their 
reserve  to  a  point  where  we  had  enough  to 
handle  any  needed  redecorating  or  repairs 
(usually  $200).  We  further  agreed  that  as 
agents  selling  them  real  estate  and  confident 
in  our  own  knowledge  of  real  estate,  we 
would  take  care  of  any  unexpected  expenses 
occurring  in  the  early  stages  of  ownership 
before  the  reserve  was  sufficient.  The  buyer- 
owner  signed  an  agreement  allowing  us  to 
reimburse  ourselves  from  future  income  for 
expenses  incurred  by  us  in  this  way. 

This  offered  the  investor  protection  simi¬ 
lar  to  stock  investment,  in  that  when  stock 
goes  down  the  owner  is  not  assessed  when 
least  prepared.  It  further  gave  them  confi¬ 
dence  in  the  firm  with  which  they  were  deal¬ 
ing. 

We  had  acquired  management  of  70  such 
units  when  World  War  II  started.  This 
meant  the  end  of  the  rental  business  as  such. 
We  still  managed  these  70  units  but  without 
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an  active  rental  department.  This  was  due 
to  the  demand  brought  about  by  the  dra¬ 
matic  increase  in  jxjpulation  in  San  Fran¬ 
cisco.  The  end  of  the  war  found  us  with  only 
a  dozen  units  left,  the  other  owners  having 
sold  through  us  at  substantial  profits,  to  in¬ 
vest  their  money  where  OPA  regulations 
would  not  affect  their  returns. 

Since  then,  through  sale  for  investment 
purposes,  plus  recommendations  from  many 
sources,  we  have  again  built  the  portfolio  to 
management  of  over  100  single  units,  plus 
duplexes  and  apartments. 

OPERATION  OF  THE  MANAGEMENT 
DEPARTMENT 

Our  department  is  headed  by  one  super¬ 
visor  who  has  been  with  us  for  16  years.  Her 
responsibility  is  the  checking  of  all  manage¬ 
ment  units  three  times  a  year,  plus  approv¬ 
ing  all  tenants  rented  through  the  depart¬ 
ment.  She  answers  all  complaints  of  tenants 
or  problems  of  owners  and  takes  care  of  or¬ 
dering  all  maintenance,  repair  or  replace¬ 
ments.  In  addition  to  this,  due  to  her  length 
of  service  and  the  fact  that  she  has  worked  in 
every  department  in  our  firm  including  sales 
and  escrow,  she  acts  as  advisor  to  many 
clients  who  call  to  have  us  handle  their 
problem  properties  in  the  management  field. 
She  is  on  a  salary  basis,  plus  bonus. 

In  addition  to  the  supervisor  we  have  two 
people  devoting  their  full  time  to  locating 
and  leasing  homes  in  our  district.  We  have 
less  than  one  per  cent  vacancy  in  our 
management  units,  whereas  in  our  area  as 
a  whole  there  is  a  two  to  three  per  cent  va¬ 
cancy,  including  duplexes  and  apartments. 
Our  rental  department  is  continually  selling 
the  advantages  of  the  management  service, 
in  addition  to  leasing. 

The  complaint  department,  as  men¬ 
tioned,  is  handled  by  one  person.  Over  the 
last  year,  the  department  has  had  510  calls 


per  100  units  and  ordered  360  repairs  or  re¬ 
placements,  or  an  average  of  3.6  per  unit 
managed. 

Our  files  show  an  annual  upkeep  cost  of 
$51.88  per  unit,  plus  a  complete  decorating 
job  every  five  years.  Here  the  average  cost  is 
$288  for  complete  work.  Dividing  the  $288 
by  five  years,  we  have  an  additional  cost  of 
$57.60  per  year,  or  a  total  maintenance  cost 
of  $109.40  per  year. 

Rental  on  single-family  homes  ranges 
from  $100  on  small  5’s  to  $125  on  small  6’s. 
Therefore  a  10  per  cent  upkeep  factor  is  ac¬ 
cepted  by  our  owners  and  we  retain  this 
amount  from  all  income  until  we  have  a 
$300  reserve  per  unit,  after  which  we  send 
the  balance  to  the  owner  or  use  these  funds 
to  pay  off  loans.  It  was  stated  above  that  we  ; 
reserved  $200,  which  was  enough  in  1938  9 
but  does  not  suffice  today.  Where  one  owner  1 
has  ten  or  more  units  we  find  that  it  is  not  | 
necessary  to  withhold  a  reserve  of  more  than  ! 
$1,500,  since  the  total  income  above  pay¬ 
ments  and  taxes  is  large  enough  to  handle 
any  major  work  from  current  income.  ' 

We  have  a  full-time  bookkeeper  in  the  de-  ; 
partment,  who  handles  all  receipts  and  dis-  f 
bursements.  All  bills  for  work  done  must  ' 
be  approved  by  the  supervisor,  who  also  t 
signs  the  checks,  so  our  accounts  are  care-  1 
fully  watched.  We  send  monthly  statements  1 
to  all  accounts,  even  those  not  wishing  a  j 
check.  We  installed  the  Hadly  system  of  ■ 
bookkeeping  this  year  and  find  it  quite  suit-  | 
able  for  our  present  volume  of  150  units.  1 

FEES  i 

The  matter  of  fees  is  as  varied  as  are  com-  ^ 
munities  and  managing  brokers.  We  find  ^ 
that  as  a  firm’s  prestige  grows  it  can  set  a 
rate  having  no  bearing  on  its  competitors  f 
and  successfully  charge  that  rate.  After  many  [ 
conferences  within  our  organization,  as  well  | 
as  discussions  with  other  CPM’s  at  national  » 


j  meetings,  we  set  a  fee  of  7!/^  per  cent  for 
property  within  three  miles  of  our  office  and 
'  10  per  cent  up  to  five  miles  distant.  Beyond 

this  distance  from  our  office  we  cannot 
profitably  handle  an  account. 

This  fee  includes  management  plus  leas¬ 
ing  or  renting  the  unit.  We  pay  our  rental 
department  50  per  cent  of  a  leasing  fee  (5 
per  cent  of  annual  income  or  30  per  cent  of 
monthly  rental  basis)  immediately  upon  the 
actual  rental.  Thus  it  takes  us  four  months 
to  receive  any  net  to  the  office.  In  addition, 
we  pay  the  department  40  per  cent  of  the 
first  year’s  management  on  any  new  account 
brought  in  through  its  efforts.  The  expense 
of  this  phase  may  appear  high,  but  figures 
over  the  last  five  years  show  that  the  average 
occupancy  of  rented  homes  is  two  years  and 
ten  months.  So  on  old  accounts  we  receive  a 
sound  return  after  four  months  and  on  new 
accounts  our  return  starts  after  six  months. 
As  we  rarely  lose  accounts,  we  find  the  above 
schedule  to  be  a  sound  means  of  servicing 
our  regular  accounts,  plus  seeking  new  busi¬ 
ness. 


Typical  of  the  houses  managed  by  Saxe  Realtors 
in  San  Francisco.  Rentals  are  at  the  $125  a  month 
level 


SELLING  NEW  MANAGEMENT 

One  half  of  our  present  business  is  derived 
from  clients  already  owning  property  and 
wishing  our  services  rather  than  selling  their 
property  at  the  present  time.  However,  the 
investment  in  this  type  of  property  perhaps 
brings  up  questions  in  the  minds  of  many 
who  believe  that  eight  units  in  a  building 
is  the  minimum  that  is  economically  sound, 
and  to  others  who  say  that  twenty  or  more 
units  are  needed.  It  would  be  erroneous  to 
state  that  all  managers  who  adhere  to  this 
last  statement  are  wrong.  However,  in  this 
dynamic  age  of  real  estate  we  believe  that 
all  real  estate  brokers  are  in  business  to  serve 
the  investing  public  and  that  we  are  com¬ 
peting  with  the  stock  broker  for  the  invest¬ 
ment  dollar. 

The  buyer  with  only  $20,000  to  $30,000 
cannot  buy  20-  to  30-unit  buildings.  In  our 
community  the  investment  in  commercial 
property  along  string  business  streets  is  very 
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hazardous  due  to  the  recent  development  of 
the  suburban  shopping  centers.  Further¬ 
more,  we  do  not  have  in  our  district  many 
large  apartment  buildings.  Therefore  we 
have  sought  a  sjjecial  type  of  investor  for  our 
special  type  of  investment.  We  present  him 
with  the  following  facts: 

1.  Upkeep  is .  10%  of  gross 

2.  Taxes  are .  10%  of  gross 

3.  Management  is . 7*/2%  gross 

4.  Insurance  is .  1%  of  gross 

On  a  1 12,000  investment  with  gross  yearly 
income  of  $1,200,  the  net  is  $858,  or  7.25  per 
cent.  The  vacancy  factor  is  negligible  be¬ 
cause  so  many  renters  prefer  a  home  to  apart¬ 
ment  living.  The  liquidity  of  the  investment 
is  much  greater  than  the  multiunit  property 
due  to  easy  finance. 

The  large  investment  valuation  is  based 
on  income.  We  understand  that  the  vacancy 
factor  is  increasing  and  that  it  will  continue 
to  increase,  so  that  future  sales  of  large- 
income  units  will  tend  to  drop  downward 
as  people  move  to  ownership  of  homes. 

The  valuation  of  homes,  however,  is  based 
on  a  sale  for  individual  ownership.  The  gov¬ 
ernment  has  learned  that  home  ownership 
is  sound  for  our  economy.  It  has  also  learned 
that  the  building  industry  is  important  to 
the  economy,  and  it  has  learned  that  it  can 
control  the  building  industry  by  giving  gov¬ 
ernment  blessing  and  longer  loans  on  homes 
to  make  purchasing  more  and  more  attrac¬ 
tive.  In  1954,  the  amended  Housing  Act 


gave  more  value  under  FHA  to  the  resale 
home  built  since  1940  so  that  trade-in  pro¬ 
grams  on  new  homes  could  be  stimulated. 
This  aided  values  on  resales,  regardless  of 
trade-in. 

We  see  no  reason  for  this  trend  to  change; 
in  fact  the  government  may  even  extend  the 
present  30-year  term  still  further  over  the 
decades  to  come. 

The  above  reasons  give  opportunity  to 
point  out  to  the  investor  that  over  and  above 
a  gross  return  of  per  cent,  he  can  antici¬ 
pate  over  a  10-year  period  that  a  growth  in 
his  investment  is  likely. 

One  word  of  caution  must  be  given.  In 
San  Francisco  we  have  a  unique  type  of 
property— an  800  square  foot  home  on  an 
attached  lot,  on  which  upkeep  is  small. 
These  are  almost  glorified  apartments.  It 
should  be  noted  also  that  large  houses  or  de-  1 
tached  houses  may  not  be  profitable  to  pur¬ 
chase  for  investment.  In  those  areas  having 
only  detached  homes  the  solutions  we  have 
given  may  not  apply.  However,  there  are 
other  cities  with  construction  similar  to 
ours,  where  higher  upkeep  is  found  due  to 
style  of  property.  In  such  areas,  perhaps  a  u 
different  purchase  price  structure  can  be  | 
found.  1 

In  summing  up,  we  look  forward  to  an  | 
ever-expanding  property  management  busi-  | 
ness  in  single-family  dwellings.  We  hope  | 
some  of  our  solutions  can  be  used  by  other  | 
CPM’s  in  the  building  of  their  portfolios.  I 


This  sounds  as  though  the  airplane  is  here  to  stay  as  an  invaluable 
instrument  for  use  in  the  real  estate  management  business. 


YOU,  TOO,  CAN  USE  A  PLANE 
IN  YOUR  BUSINESS 

by  James  M,  Udall,  CPM 


A  FEW  MONTHS  after  returning  to  my  real 
estate  office  from  service  with  the  Naval  Air 
Force,  I  purchased  a  pre-war  primary  train¬ 
ing  plane  for  my  own  personal  use  and 
pleasure.  After  discovering  how  much  easier 
it  was  to  get  from  one  place  to  another  by 
plane,  I  purchased  a  larger  and  more  power¬ 
ful  war-time,  basic  training  plane  and  began 
to  use  it  to  travel  to  various  meetings  of  the 
National  Association  of  Real  Estate  Boards 
and  its  affiliates,  the  California  Real  Estate 
Association  directors’  meetings  and  conven¬ 
tions.  Thus,  I  first  started  to  use  an  airplane 
in  connection  with  the  real  estate  business. 

Over  a  period  of  two  years  I  became  more 
and  more  dependent  upon  the  plane  and  the 
convenience  it  provided  in  fast  transporta¬ 
tion,  without  delays  and  without  the  worry¬ 
ing  about  air  line  schedules,  and  as  trans¬ 
portation  to  outlying  or  remote  areas  not 
served  by  any  type  of  air  transportation. 

A  study  of  the  time  saved  and  the  low  cost 
of  this  type  of  transportation  forced  me  to 
the  conclusion  that  an  airplane  was  a  neces¬ 
sity  in  the  real  estate  business.  It  was  at  this 
point  that  our  company  decided  to  pur¬ 
chase  a  plane  for  the  use  of  the  executives 
of  the  company  in  order  to  save  valuable 
time  in  the  conduct  of  the  business. 


James  Udall  heads  the  realtor  firm  of  James  M. 
Udall,  Inc.,  in  Los  Angeles. 


Prior  to  the  purchase  of  our  first  plane, 
our  management  business  was  confined 
strictly  to  the  Los  Angeles  metropolitan 
area.  Having  experienced  the  ease  with 
which  we  could  get  from  Los  Angeles  to  any 
point  in  the  three  neighboring  Western 
states,  we  decided  to  make  it  a  policy  of  the 
company  to  extend  our  operations.  Before 
purchasing  our  first  plane,  a  careful  study 
was  made  of  costs  of  operating  the  old  basic 
trainer.  An  analysis  was  made  of  the  operat¬ 
ing  costs  of  several  of  the  4-place,  personal 
airplanes  on  the  market  in  1948.  For  our 
first  company  airplane,  we  purchased  a 
Beechcraft  Bonanza,  which  was  a  4-place, 
single  engine,  personal  airplane.  It  had  a 
range  of  approximately  700  miles  and  an 
economical  cruising  speed  of  160  miles  f)er 
hour.  We  could  leave  our  office  and  arrive 
in  downtown  San  Francisco,  for  instance,  in 
three  hours  and  ten  minutes.  Over  a  period 
of  five  years  in  which  we  owned  our  first 
Bonanza,  the  operating  costs,  including  de¬ 
preciation,  complete  maintenance  and  gaso¬ 
line  and  oil,  averaged  approximately  $8.10 
an  hour.  This  figure  may  seem  very  low, 
and  actually  is  low,  but  there  is  a  reason 
behind  it.  When  we  purchased  our  first 
plane,  the  Beechcraft  was  selling  for  ap¬ 
proximately  $13,000.  At  the  time  we  sold 
it  to  purchase  our  second  Bonanza,  the  cost 
had  gone  to  $20,000.  Our  depreciation  was 
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Udall's  4-place  Beechcraft  Bonanza,  purchased  from  Beech  Aircraft  Corp.,  operates  at  a 

cost  of  $10.10  an  hour.  So  a  round  trip  from  Los  Angeles  to  San  Francisco  costs  him  about  I 

$40.40. 


therefore  approximately  50  per  cent  of  what 
we  had  estimated  when  we  first  purchased 
it. 

The  actual  cost  of  operating  our  second 
Bonanza,  purchased  last  year,  is  $10.10  per 
hour.  Using  this  figure,  with  average  flying 
time  to  San  Francisco  of  two  hours  and  ten 
minutes,  means  that  the  cost  of  the  round 
trip  is  approximately  $40.40.  Using  this 
figure  as  against  the  cost  on  commercial  air 
lines  for  one  person  of  approximately  $55, 
the  immediate  savings  readily  can  be  seen. 
In  addition,  the  availability  of  the  personal 
aircraft  (approximately  99  per  cent  of  the 
time  here  in  California)  and  the  added  con¬ 
venience  and  time-saving  is  worth  thousands 
of  dollars  each  year. 

For  the  first  two  or  three  years  the  plane 
was  used  very  little  by  the  management  de¬ 
partment,  the  reason  for  this  being  that  up 
to  that  point  our  management  portfolio  did 
not  include  properties  outside  of  the  Los 
Angeles  area.  At  the  present  time  we  are 
managing  properties  as  far  away  as  seven 
hundred  miles  from  Los  Angeles.  We  are 
developing  real  estate,  in  which  we  will 
ultimately  have  a  hand  in  the  management. 


on  properties  at  even  greater  distances.  We 
are  now  developing  a  shopping  center  and  j 
have  another  on  the  boards  in  two  Northern  j 
California  cities.  We  are  able  to  reach  each  I 
site  within  three  hours  of  our  office.  When  1 
the  projects  are  completed  we  expect  to 
make  personal  inspections  of  the  property  a 
minimum  of  three  times  a  month  without 
too  great  inconvenience,  and  almost  as  easily  ^ 
as  we  can  inspect  properties  by  car  in  the 
outlying  sections  of  Los  Angeles. 

We  have  discovered  that  by  spreading  our 
activities  in  the  management  field  through 
the  use  of  the  plane,  we  stimulate  the  in¬ 
terest  of  our  executives  in  the  real  estate 
problems  concerning  a  large  part  of  the 
western  United  States.  Knowing  the  forces 
at  work  on  the  economics  of  a  large  area 
such  as  this  enables  us,  in  our  opinion,  to 
make  much  better  decisions  on  management 
policies  as  a  whole. 

We  have  discovered  further  that  there  is 
good  management  business  to  be  obtained  1 
in  some  of  the  smaller  communities  of  the  | 
state  and  there  are  not  many  towns  of  conse-  , 
quence  that  do  not  have  an  airport  capable  1 
of  handling  our  plane.  We  are,  for  instance,  I 
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I  managing  some  property  in  the  town  of 
Redding,  California,  a  distance  of  some  600 
miles  from  Los  Angeles.  One  of  the  prop¬ 
erties  was  remodeled  and  re  leased,  showing 
a  tremendous  increase  in  income  to  the 
j  owners,  d  he  entire  remodeling  job  was 
supervised  by  our  office.  Without  a  com- 
i  pany  plane,  we  could  never  have  handled 
this  business. 

I  Rather  recently  we  bid  on  the  manage- 
^  inent  for  the  FHA  of  some  foreclosed  in¬ 
come  property  in  a  very  small  community 
in  the  desert  not  served  by  any  air  line.  Our 
competitors,  in  estimating  their  cost  of  man¬ 
agement,  had  to  allow  live  and  one-half  to 
six  hours  per  round  trip  for  supervision.  In 
other  words,  an  entire  day  would  have  to  be 
devoted  to  an  inspection  call  on  the  prop¬ 
erty,  We  are  able  to  leave  our  office,  go  to 
the  airport,  and  fly  to  this  community,  ar¬ 
riving  at  the  project  in  one  hour  and  ten 
minutes.  The  result  is  we  can  take  a  short 
half  day  and  do  in  that  time  what  it  would 
take  our  competitors  an  entire  day  to  do. 

Three  of  the  executives  of  our  firm  are 
licensed  pilots  (and  by  some  strange  coin¬ 
cidence  are  all  ex-Navy  flyers).  It  is  our  plan 
j  now  to  step  up  our  management  program 
If  in  the  near  future  and  this  program  calls 
j  for  increased  management  outside  the  Los 
i  Angeles  metropolitan  area.  The  results  of 
f  the  past  two  years  have  convinced  us  that  it 
i  is  g(M)d  business,  that  it  is  sound  business, 
^  and  that  there  is  a  need  for  it  in  the  smaller 
‘  communities  where  no  CP  M’s  are  available. 
^  We  have  been  flying  our  plane  between 
j  300  and  400  hours  a  year.  We  expect  to  step 
I  this  up  to  approximately  600  hours  a  year 
j  in  the  next  year  or  so.  If  our  business  con- 
^  tinues  to  expand  and  we  reach  the  6oo-hour 
i  peak,  it  will  then  be  necessary  for  us  to  pur- 
I  chase  another  plane.  Six  hundred  hours  a 
■  year  on  a  small,  executive  plane  is  about 
1  the  limit  for  safety  and  good  maintenance 


practice,  considering  the  demand  made 
upon  the  plane  by  the  real  estate  business. 
What  the  economics  of  using  a  plane  in  the 
management  business  on  the  Eastern  sea¬ 
board  might  be,  I  do  not  know.  However,  I 
am  confident  that  anyone  west  of  the  Ap¬ 
palachians  and  South  of  Washington,  D.  C., 
would  find  it  profitable  and  pleasant  to  in¬ 
clude  an  airplane  in  their  business,  and 
would  make  it  more  than  pay  its  way. 

Another  point  connected  with  a  company- 
owned  plane  is  the  prestige  that  it  builds 
in  the  minds  of  clients  and  prospective 
clients.  We  feel  the  fact  that  the  company 
owned  the  plane  and  therefore  made  us 
available  on  two  or  three  hours’  notice  was 
a  strong  factor  in  inducing  one  of  the  largest 
construction  companies  in  the  world  to  em¬ 
ploy  us  as  consultants  and  developers  of  a 
large  shopping  center  in  Northern  Cal¬ 
ifornia.  We  have  had  many  instances  of 
prospective  clients  telling  us  that  they  were 
impressed  with  the  fact  that  our  firm  was 
young  and  forward  looking  enough  to  use 
a  plane  in  the  conduct  of  our  business. 

As  an  additional  service  of  the  company, 
we  have  on  occasion  transported  clients  to 
outlying  locations  when  an  emergency  made 
it  necessary  for  the  client  to  arrive  at  a  cer¬ 
tain  jxiint  at  a  certain  time,  and  when  he 
could  not  have  made  it  otherwise.  Often 
there  is  just  a  ride  from  one  of  the  major 
cities  to  another  when  one  of  our  executives 
is  traveling  in  that  direction.  T  he  plane, 
used  in  this  manner,  is  a  terrific  public  re¬ 
lations  instrument.  As  you  all  know,  public 
relations  plays  a  big  factor  in  our  type  of 
business.  As  the  years  go  by  there  probably 
will  be  many  more  uses  to  which  we  can  put 
our  plane.  We  will  expect  it,  as  it  has  in  the 
past,  to  open  new  horizons  for  us.  It  is  our 
firm  belief  that  the  airplane  in  the  manage¬ 
ment  business,  and  more  particularly  in  the 
general  real  estate  business,  is  here  to  stay. 


The  Chicago  metropolitan  chapter  of  IREM  recently  held  a  sym¬ 
posium  on  the  subject  of  creating  neiu  management  business.  Arranged 
by  William  Gerhardt,  this  lively  session  included  these  remarks  by  ' 
William  A.  P.  Watkins,  Maurice  A.  Poliak  and  John  R.  Higgins. 

•  I 

THREE  WAYS  OF  CREATING 
NEW  MANAGEMENT  ACCOUNTS 

I.  Promoting  Co-op  Apartment  Organization 


by  William  A.  P.  Watkins,  CPM 


Most  of  the  co-ops  organized  during  the 
period  of  rent  control  by  the  procedure  of 
selling  the  building  to  the  tenants  then  in 
possession  (or  at  least  to  a  majority  of  them) 
were  large  apartments  ranging  from  a  low  of 
6  rooms  up  to  lo,  1 1,  and  12  or  even  larger. 
Since  World  War  II,  and  for  some  time  be¬ 
fore  that,  there  had  been  practically  no  con¬ 
struction  of  multi  story  apartment  buildings 
of  units  of  6  or  more  rooms.  Families  living 
in  that  type  of  apartment  were  literally 
frozen  in,  not  only  by  rent  control  but  be¬ 
cause  there  were  no  units  of  comparable  size 
vacant  and  available  or  under  construction. 

But  ownership  of  this  type  of  building 
under  rent  control  was  unprofitable,  for  rea¬ 
sons  with  which  you  are  all  too  familiar,  and 
in  due  course  of  time  the  owner  became  fed 
up  and  made  up  his  mind  to  sell  the  build¬ 
ing.  One  of  the  most  logical  types  of  prospec¬ 
tive  purchasers  was  the  remodelei.  He  could 
often  acquire  ownership  at  a  reasonable  fig¬ 
ure  due  to  the  weakened  condition  of  the 
building  owner,  and  after  the  remodeling 
process  he  had  a  building  full  of  readily 


marketable  2-,  3-  or  4-room  units  in  a  choice 
location— and  best  of  all,  free  from  rent  con¬ 
trol. 

When  the  word  got  around  that  such  a 
deal  was  on  the  fire,  the  tenants  in  the  build¬ 
ing  naturally  experienced  some  anxiety.  A 
genuine  remodeling  plan  would  enable  the 
new  owner  to  evict  them,  and  there  were  no 
comparable  apartments  available.  It  was  at 
this  point  that  the  property  management 
firm,  provided  it  was  on  its  toes  and  was  fa¬ 
miliar  with  the  circumstances,  began  to 
function,  and  by  the  development  of  a 
sound  and  attractive  purchase  schedule, 
financing  arrangements  and  operating 
budget,  sold  the  building  to  the  tenants  then 
in  possession,  and  so  had  a  building  to  man¬ 
age. 

If  the  manager  promoting  this  v'^nture 
wanted  to  retain  the  building  as  a  manage¬ 
ment  account  after  the  co-oping  process  had 
been  completed,  he  had  to  come  up  with  a 
sales  plan  that  from  the  standpoint  of  econ¬ 
omy  of  monthly  assessment  or  rent  and  cost 
of  operation  would  enable  him  to  retain  the 
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confidence  and  good  will  of  the  tenant  pur¬ 
chasers.  A  few  figures  from  a  case  history  in 
our  portfolio  will  illustrate  my  point.  This 
particular  building  is  24  stories  high  and  has 
23  apartments,  one  to  a  floor  from  the  sec¬ 
ond  up,  with  the  average  apartment  contain¬ 
ing  11  rooms  and  4  baths.  The  average 
monthly  assessment  was  slightly  under  $275 
per  month,  which  covered  all  operating 
costs.  The  apartments  sold  for  an  average  of 
$6,000  per  floor  for  the  equity  during  the 
original  organization  and  since  that  time, 
which  was  in  1945,  sales  of  these  apartments 
have  reached  as  high  as  $42,500  for  the  eq¬ 
uity  (although  I  would  not  be  prepared  to 
say  that  price  could  be  achieved  today). 

This  brings  me  to  another  of  the  factors 
affecting  the  organization  of  co-ops  today.  I 
think  that  anyone  dealing  in  this  commod¬ 
ity  will  agree  that  while  the  market  for  co¬ 
ops  may  still  be  classified  as  healthy— and 
there  seems  to  have  been  a  marked  pick-up 
in  interest  in  recent  months— it  is  not  so 
strong  as  it  was  a  few  years  ago,  and  one  of 
the  obvious  reasons  for  this  is  the  greater 
selection  of  apartments  available  to  a  pro¬ 
spective  purchaser  today,  on  either  a  rental 
or  purchase  basis.  While  there  is  still  some¬ 
what  of  a  scarcity  of  large  apartments  avail¬ 
able  on  a  rental  basis,  the  former  situation 
of  a  family  having  to  buy  in  order  to  secure 
a  sufficiently  large  apartment  to  meet  its  re¬ 
quirements  is  rapidly  being  changed  by  new 
buildings. 

Having  just  mentioned  the  difficulties  ex¬ 
perienced  in  finding  apartments  of  a  large 
number  of  rooms.  I’m  going  to  be  inconsist¬ 
ent  and  say  that  I  believe  the  trend  today  is 
toward  smaller  rather  than  larger  apart¬ 
ments.  One  of  the  reasons  for  this  is  the  in¬ 
creasing  difficulty  in  securing  satisfactory 
and  competent  domestic  help  at  anything 
but  astronomical  salaries.  The  housewife  of 
today  is  looking  for  a  more  compact,  easily 


cleaned  and  maintained  unit.  There  are 
those  who  will  not  agree  with  me  on  this 
view.  I  noticed  recently  a  statement  by  Her¬ 
bert  Rosenthal,  president  of  Hyland  Build¬ 
ers  Corporation,  which  has  built  hundreds 
of  co-ops  since  World  War  II.  He  believes 
that  co-ops  are  getting  bigger  and  more  lux¬ 
urious  and  that  the  co-op  buildings  them¬ 
selves  are  getting  smaller.  However,  he  is 
speaking  principally  of  2-story,  4-unit  co-ops 
or  2-unit  co-ops  of  5  and  6  rooms,  which  do 
not  lend  themselves  as  readily  to  profes¬ 
sional  management  as  do  the  larger  multi¬ 
story  buildings.  Mr.  Rosenthal  prices  these 
units  at  a  little  more  than  $3,000  per  room 
—$19,950  for  the  6-room  and  $16,750  for  the 
fives. 

TO  RENT  OR  TO  BUY? 

It  is  certainly  no  trade  secret  that  manage¬ 
ment  accounts  can  be  secured  through  the 
medium  of  organization  of  co-operatively- 
owned  residential  buildings.  Nor  is  it  a  se¬ 
cret  that  in  order  to  induce  prospects  to  pur¬ 
chase  rather  than  rent,  when  both  types  of 
occupancy  are  available,  it  is  necessary  that 
the  favorable  differential  be  substantial  be¬ 
tween  the  monthly  assessment  on  any  given 
co-op  unit  and  the  rental  value  of  the  same 
unit.  There  are  a  number  of  approaches  to 
the  determination  of  this  economic  fact, 
but  on  the  theory  that  discussion  and  con¬ 
troversy  are  two  of  the  spices  of  life  I’d  like 
to  talk  a  little  about  one  that  is  perhaps  a 
little  unusual. 

Any  attempt  to  justify  a  co-operative 
apartment  on  a  financial  basis  in  today’s 
market  must  be  based  on  two  primary  con¬ 
siderations. 

First,  the  loss  of  yield  on  the  equity  pay¬ 
ment  should  be  figured  at  a  high  rate— say 
10  per  cent— to  compensate  for  the  admit¬ 
tedly  precarious  risk  as  compared  to  other 
investments.  The  fact  that  the  value  of  the 
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equity  in  a  co-operative  apartment  is  sub¬ 
ject  to  fluctuations,  in  both  directions,  is 
something  that  the  most  enthusiastic  pro- 
|x>nent  of  co-ops  is  bound  to  recognize  as 
being  self  evident. 

Secondly,  the  prospective  purchaser’s 
highest  income  tax  bracket  must  be  taken 
into  consideration,  both  as  to  loss  of  income 
on  his  equity  money  and  as  to  the  antici¬ 
pated  tax  saving  on  his  share  of  mortgage 
interest  and  real  estate  tax  deductions.  It 
will  become  apparent  as  we  go  along  that 
the  same  deal  on  paper  is  in  effect  an  en¬ 
tirely  different  deal  for  every  income  tax 
bracket. 

For  the  purpose  of  this  analysis  I  believe 
a  third  factor  shoidd  be  taken  into  consid¬ 
eration.  Without  exception  all  the  new 
rental  buildings  are  equipped  with  elevator 
operators  and  50  per  cent  of  the  net  cost  of 
elevator  operators  should  be  removed  from 
the  monthly  assessment  figure  to  arrive  at  a 
comparable  figure  for  the  new  rental  build¬ 
ings.  Each  passenger  elevator  with  operators 
costing  about  $10,500  annually  can  be  con¬ 
verted  to  fully  automatic  for  approximately 
$30,000— or  at  $2,200  per  year,  figuing  it  at 
7.2  per  cent  interest  and  principal  on  a  20- 
year  basis.  Add  the  cost  of  an  8-hour-a-day 
doorman,  at  $3,000  per  year,  and  you  have 
made  your  co-op  competitive  with  the  new 
construction  in  this  respect  and  have  saved 
one-half  the  original  labor  cost. 

To  summarize,  let’s  take  a  typical  offering 
of  a  6-room  co-op  apartment  and  analyze  it 
from  the  point  of  view  of  two  prospects, 
one  in  the  70  per  cent  tax  bracket  and  one 
in  the  35  per  cent  tax  bracket  and  see  what 
each  is  actually  paying  out  on  a  basis 
comparable  to  renting  the  same  unit  on  a 
market  basis. 

The  hypothetical  unit  offered  has  an  ask¬ 
ing  price  of  $20,000  cash  for  the  equity  and  a 
monthly  assessment  of  $240,  or  adjusting  for 


the  luxury  of  elevator  service,  $225  per 
month. 

1.  Loss  of  income 

10%  on  $20,000 . $2,000 

Less:  income  tax  on  that 

amount  . $1,400 

Net  loss  $  600 

2.  Total  Assessment . $2,700  per  year 

Less:  Net  tax  deduction  on 

share  of  interest  and  real 
estate  taxes  of  about 

$800  . $  560  net  savings 

Cost  per  year . $2,140 

This  means  a  net  cost  to  the  owner  of  $2,740 

per  year,  or  $228.33  month,  or  $38  per 
room  per  month.  Assuming  a  first-class 
building  in  a  high  rent  neighborhood,  this 
apartment  could  rent  from  $50  to  $75  per 
room  per  month. 

Now,  let’s  take  a  look  at  the  same  deal,  for 
the  purchaser  who  is  in  the  35  per  cent  tax 
bracket.  His  (1)  loss  of  income  is  the  same, 
10  per  cent  on  his  $20,000  investment,  or 
$2,000;  but  his  income  tax  is  only  going  to 
be  $700  less,  so  his  net  loss  is  $1,300  instead 
of  the  $600  as  in  the  case  of  the  70  per  cent 
bracket  buyer. 

The  total  assessment  remains  the  same  at 
$2,700,  less  a  net  income  tax  savings  of  $280. 
This  makes  a  cost  per  year  figure  of  $2,420, 
or  a  net  cost  to  the  owner  of  $3,720  per  year, 
or  $310  per  month,  or  $51.33  per  room  per 
month.  It’s  probably  still  a  good  buy  com¬ 
pared  to  renting,  but  it’s  obviously  not  so 
good  a  one  as  in  the  case  of  the  higher  in¬ 
come  tax  bracket. 

There  are  of  course  other  approaches  to 
this  problem,  such  as  amortizing  the  origi¬ 
nal  equity  payment  over  a  given  period  of 
time,  but  the  above  method  does  serve  to 
highlight  the  tax  advantage  of  a  co-op  when 
compared  to  the  newer  high  rent  per  room 
per  month  apartments.  With  today’s  high 
incomes,  more  and  more  people  are  finding 
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themselves  in  a  higher  tax  bracket  and  auto¬ 
matically  become  better  prospects  for  a 
co-op.  On  the  other  hand,  it  is  plain  to  see 
that  a  person  whose  income  is  wholly  or 
largely  derived  from  tax-free  securities 
should  never  buy  a  co-op. 

TALE  OF  A  LUXURY  BUDGET 

In  talking  about  the  organization  or  man¬ 
agement  of  co-ops  I  emphasize  the  impor¬ 
tance  of  the  management  being  able  to 
come  up  with  a  budget  that  is  realistic  and 
accurate,  not  only  at  the  beginning  of  the 
operation,  but  annually  thereafter.  The 
economy  of  operation,  or  for  that  matter  the 
extravagance,  is  something  that  largely  can 
be  controlled  and  established  as  policy  by 
I  the  owners  themselves,  expressing  their 
wishes  through  the  board  of  directors. 

!  I’d  like  to  touch  briefly  on  an  interesting 
experience  we  had  with  one  building  with 
high  assessments  where  the  owners  expect 
f  and  demand  a  high  level  of  service  in  all  de- 

Ipartments— 24-hour-a-day  doorman  service 
and  that  sort  of  thing.  There  had  been  some 
'  questions  raised  as  to  why  the  assessments 
were  so  high,  even  though  they  were  averag¬ 
ing  less  than  $40  per  room  per  month.  At 
the  time  there  w'as  a  shareholders’  meeting 
coming  up,  so  we  decided  to  give  the  owners 
a  concrete  answer  to  their  questions.  We 
used  a  circle  chart  representing  the  budget 
dollar  and  divided  it  up  into  the  usual  pie¬ 
shaped  segments  representing  the  per  cent 
of  the  budget  that  went  into  each  item.  The 
results  were  extremely  interesting.  Taxes, 

1  which  had  been  protested  as  to  assessed  val¬ 
uation  and  rate  and  reduced  substantially, 
I  accounted  for  26.2  per  cent;  mortgage  in¬ 
terest  and  principal,  24.8  per  cent;  payroll, 
25.4  per  cent;  and  fuel,  5.7  per  cent.  We  had 
for  some  time  been  telling  the  owners  that 
the  building  could  operate  on  a  reduced 
payroll,  but  they  wanted  it  the  way  it  was. 


They  also  insisted  on  a  full  head  of  steam  for 
nearly  24  hours  per  day  although  the  possi¬ 
bility  of  savings  through  economies  in  heat¬ 
ing  were  obvious.  Therefore,  real  estate 
taxes,  debt  servicing,  payroll  and  heating 
cost  accounted  for  82.1  per  cent  of  the 
budget  dollar,  leaving  17.9  per  cent  to  pay 
for  every  other  item  of  operating  expense. 
The  fifteen  other  classifications  of  operating 
expense  making  up  the  remaining  17.9  per 
cent  of  the  budget  dollar  are  listed  below, 
together  with  their  percentages  of  total 
operating  cost. 


Repairs  and  inaiiitcnancc . 4.3  per  cent 

Electricity  .  3.4 

Management  .  3.4 

Elevator  maintenance .  1.7 

Insurance  .  1.3 

Water . 7 

Misc.  taxes . 6 

Stock  assessment . 8 

Miscellaneous  expense . 4 

Uniforms  &  laundry . 3 

Janitors  supplies . 2 

Ash  removal . 2 

Audit . 2 

Garage  expenses  (net) . 1 

Telephone  . 2 


One  of  the  items  up  for  intensive  discus¬ 
sion  was  of  course  payroll.  We  pointed  out 
each  doorman  or  elevator  operator  cost  the 
average  tenant-owner  $3.74  per  month.  The 
owners  felt  the  cost  to  each  of  them  was 
insignificant  and  unanimously  decided  not 
to  reduce  the  standards  of  service.  After 
some  discussion  on  other  items  included 
in  the  17.9  per  cent  of  the  budget  which 
theoretically  was  controllable  by  careful 
and  efficient  management,  one  of  the  owners 
made  the  observation  that  if  any  one  item 
were  either  cut  in  half  or  doubled,  it  w'ould 
not  materially  affect  the  total  operating  cost 
of  the  building  and  hence  the  individual 
monthly  assessments.  On  this  happy  note 
the  meeting  adjourned  and  we  all  went 
home. 
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II.  Out-of-town  Accounts  Can  Be  Profitable 


by  Maurice  A,  Poliak 

While  it  has  been  my  honest  opinion  for 
many  years  that  Draper  and  Kramer,  Inc., 
does  a  most  complete  job  of  management,  I 
have  never  found  it  simple  to  put  this  idea 
across  with  property  owners  by  advertising 
or  personal  calls.  Occasionally  someone  will 
call  us  and  appoint  us  management  agents, 
or  someone  in  our  management  department 
will  be  able  to  sell  the  idea  to  an  owner  and 
take  over  a  good  building  which  has  either 
been  managed  by  someone  else  or  by  the 
owner  himself.  Usually  this  results  from  an 
owner  losing  confidence  in  his  agent,  or  per¬ 
haps  he  has  been  handling  the  building  him¬ 
self  and  finds  it  necessary  to  devote  more 
time  to  personal  business,  or  has  become 
disgusted  with  tenant  problems.  However, 
I  believe  our  management  business  would 
starve  to  death  if  it  depended  on  these 
sources  to  replace  the  business  we  lose  by 
buildings  being  sold  by  other  brokers  and 
the  management  turned  over  to  the  broker 
making  the  sale  or  to  the  new  owner. 

Once,  about  20  years  ago,  I  had  a  call  from 
one  of  our  prominent  attorneys.  At  his  re¬ 
quest  I  went  to  his  office,  and  he  floored  me 
by  turning  over  to  us  six  very  nice  buildings 
to  manage.  Some  years  later  I  met  this  at¬ 
torney  on  another  matter,  and  on  bringing 
up  this  matter  I  was  told  that  the  owner  of 
the  buildings,  who  lived  in  New  York,  had 
become  dissatisfied  with  the  party  who  was 
managing  the  property  and  had  asked  the  at¬ 
torney  to  turn  the  buildings  over  to  one  of 
the  good  real  estate  firms  in  Chicago.  He 
checked  the  classified  telephone  directory, 
noticed  a  few  names  with  which  he  was  fa¬ 
miliar,  and  to  our  good  fortune,  picked  Dra¬ 


per  and  Kramer,  Inc.,  from  the  list.  j 

This  kind  of  thing  doesn’t  happen  very  j 
often,  probably  fortunately,  because  the 
shock  is  too  great. 

In  my  experience  there  are  two  ways  to 
get  management  business.  One,  by  selling  an 
existing  building  to  an  individual  who  will  | 
place  the  management  with  you,  or  to  a 
syndicate  which  you  form;  two,  build  a 
building  for  a  syndicate  which  you  form. 

With  these  ideas  in  mind,  over  the  past  20 
years  we  have  formed  syndicates  for  which 
we  have  both  bought  and  built  buildings,  , 
which  practice  has  materially  helped  in  | 
building  up  our  management  business;  and  j 
while  we  are  not  exponents  of  the  theory  ) 
that  the  other  fellow’s  “grass  is  greener,’’  we  J 
have  operated  for  a  number  of  years  under 
the  theory  that  there  is  no  reason  why  we 
should  confine  our  management  activities  } 
to  the  Chicago  metropolitan  area,  and,  as  a  | 
result,  we  are  now  managing  property  in  i 
the  St.  Louis  area,  Minneapolis  and  St.  Paul,  * 
and  a  large  development  midway  between  [ 
Peoria  and  Pekin,  Illinois.  We  didn’t  pick  , 
these  particular  cities  because  of  any  special  j 
reason;  it  merely  happened  that  we  had  op-  i 
portunity  to  work  on  developments  and  ■ 
made  deals  in  these  localities.  We  have  in-  | 
vestigated  properties  in  many  other  cities  ! 
and  would  not  hestitate  to  take  on  similar  ’ 
properties  any  place,  providing  the  prop-  i 
erty  was  large  enough  to  warrant  our  send¬ 
ing  one  of  our  experienced  property 
managers  to  take  charge.  It  has  been  our  ex¬ 
perience  that  property  management  is  pretty  ^ 
much  the  same  problem  everywhere,  and  j 
that  a  man  well  equipped  in  the  fundamen-  I 
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tals  is  able  to  adjust  himself  to  local  condi¬ 
tions  in  pretty  quick  order. 

I  ONE  OF  OUR  BEST  OUT-OF-TOWN 
!  DEALS 

One  of  the  best  management  deals  that  we 
I  have  ever  acquired  by  making  a  sale  to  a 
''  syndicate  which  we  control,  either  in  Chi¬ 
cago  or  elsewhere,  is  the  Lucas  Hunt  Vil¬ 
lage  property  in  St.  Louis,  which  we  have 
managed  since  the  fall  of  1942.  This  is  an 
apartment  development  built  under  FHA 
Section  207,  which  went  into  default  and 
was  acquired  by  the  FHA.  There  are  27 
apartment  buildings,  consisting  of  606 
apartments,  of  which  there  are  283  3-rooms, 
269  4-rooms,  48  5-rooms,  and  (i  3-room  base¬ 
ment  apartments.  There  are  also  43 1  garages 
•  and  a  small  one-story  office  building, 
f  This  project  covers  50  acres  on  the  west 
1'  side  of  Lucas  Hunt  Road,  about  10  miles 
I  from  the  center  of  St.  Louis,  approximately 
[  one  mile  north  of  a  suburb  of  St.  Louis 
named  Normandy,  and  two  miles  northwest 
of  the  suburb  of  Pine  Lawn.  This  property 
!  was  offered  to  us  by  a  real  estate  firm  in  New 

[  York.  The  FHA  had  been  trying  to  sell  it  for 
t  •  •  •  • 

^  a  considerable  time,  with  no  one  showing 

[  any  interest. 

I  As  the  figures  looked  satisfactory,  I  went 
I  to  St.  Louis  to  inspect  the  property,  and 

I  frankly,  was  not  too  favorably  impressed. 

The  buildings  are  brick,  some  with  sloping 
I  roofs  of  clay  tile,  attractive  in  design  and  ap- 
I  parently  well  constructed,  but  they  had  no 
rear  stairs,  and  in  order  to  meet  the  St.  Louis 

► 

County  ordinance,  had  fire  escapes  on  the 
front  of  the  buildings.  The  entrance  halls 
and  stairways  are  small  and  unattractive. 
Mistakes  had  been  made  in  the  under¬ 
ground  improvements  and  the  drainage  was 
very  bad  in  certain  areas.  My  visit  was  in  the 
late  spring,  and  standing  water  from  the 
heavy  rain  had  ruined  what  little  landscap- 


_ ^ 

ing  the  project  had  originally  enjoyed.  How¬ 
ever,  the  buildings  were  practically  100  per 
cent  occupied,  due  to  the  war  and  many 
plants  working  on  war  materials  nearby,  and 
apparently  the  construction  was  such  that 
the  buildings  would  require  a  minimum  of 
maintenance. 

At  that  time  the  annual  income  was 
around  $350,000,  from  which  it  was  appar¬ 
ent  that  the  management  fee  would  be  suf¬ 
ficiently  large  to  warrant  our  sending  a  man¬ 
ager  to  St.  Louis. 

The  FHA  plan  at  that  time  was  to  sell 
projects  which  had  acquired,  on  liberal 
terms  with  small  downpayments.  FHA  in¬ 
sisted,  however,  that  the  price  total  every 
cent  that  it  had  in  the  project— that  is,  the 
amount  of  the  mortgage  which  had  been 
foreclosed,  and  all  the  foreclosure  and  ac¬ 
quisition  costs. 

You  wdll  remember  that  it  was  not  easy  to 
sell  real  estate  at  that  particular  time,  in  the 
spring  of  1942.  Rent  control  had  just  be¬ 
come  effective,  rents  were  very  low,  and 
there  was  great  uncertainty  as  to  what  the 
war  would  bring  and  how  long  it  would  last, 
and  especially  what  would  result  from  gov¬ 
ernment  controls  then  being  instituted  in 
every  phase  of  business. 

The  price  which  the  FHA  was  asking  was 
in  excess  of  the  real  value  of  the  property, 
based  on  return  that  could  be  produced  at 
that  time,  so  that  a  purchase  to  be  a  good  one 
would  have  to  be  made  on  the  basis  of  future 
higher  rents,  and  the  terms  would  have  to  be 
such  that  the  existing  income  would  pay 
operating  expenses  and  carry  the  interest 
and  amortization  on  the  mortgage.  We  were 
finally  able  to  work  out  a  deal  with  the  FHA 
on  such  terms.  The  final  contract  provided 
that  there  would  be  no  amortization  during 
the  first  two  years,  but  that  the  amount  of 
such  amortization,  approximately  $100,000, 
would  be  spent  in  improvement  to  the  prop 
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erty,  including  taking  care  of  the  bad  drain¬ 
age  system  and  building  playgrounds. 

I  might  mention  that  at  that  time  we 
built  two  very  beautiful  and  elaborate  play¬ 
grounds,  which  we  have  always  regretted  be¬ 
cause  it  has  been  our  conviction  since  that  it 
would  have  been  much  better  to  have  spot¬ 
ted  eight  to  ten  small  play  areas  around  the 
projec  t  in  the  rear  of  the  buildings,  so  that 
the  little  children  could  play  close  to  their 
own  buildings  where  the  mothers  could 
watch  them.  .\s  a  matter  of  fact,  we  have 
added  such  small  play  areas,  and  under 
similar  circumstances  I  would  think  a  very 
long  time  before  putting  in  a  large  play¬ 
ground. 

W^e  also  spent  quite  a  little  money  putting 
in  very  fine  badminton  and  tennis  courts 
and  lighting  them  for  night  play,  and  al¬ 
though  we  made  an  effort  to  develop  the  use 
of  these  courts,  they  have  been  used  very 
little.  In  my  opinion,  a  great  deal  of  study 
should  be  made  before  going  into  a  recre¬ 
ational  installation  of  this  kind.  In  the  years 
following  we  spent  a  great  deal  of  money 
landscaping  and  beautifying  the  Village, 
and  I  am  sure  that  this  money  was  spent  to 
better  advantage  than  the  money  that  went 
into  playgrounds,  badminton  and  tennis 
courts. 

One  of  the  provisions  we  insisted  FHA 
put  into  the  contract  was  that  there  would 
be  no  amortization  required  for  the  two 
years  following  the  end  of  the  war.  We  were 
afraid  there  would  be  a  real  turnover  when 
the  workers  in  the  defense  plants  moved 
back  to  the  hills,  and  that  we  would  have  a 
great  number  of  vacancies.  The  FHA  agreed 
to  this  stipulation  providing  there  were 
vacancies.  Of  course  you  know  what  hap¬ 
pened  at  the  end  of  the  war,  and  in¬ 
stead  of  vacancies  there  was  the  greatest 
demand  for  housing  that  ever  existed. 
This  goes  to  show  how  wrong  experienced 


real  estate  people  can  be  in  looking  into 
the  future. 

In  order  to  reduce  the  original  cash  in 
vestment  required  by  the  syndicate.  Draper 
and  Kramer  took  an  interest  in  the  property 
in  lieu  of  sales  commission,  which  was  a 
very  fortunate  move  on  our  part.  In  ad¬ 
dition,  one  of  the  provisions  was  that  we 
were  to  have  the  management  of  the  project 
until  the  project  was  sold,  and  of  course  it 
has  proved  to  be  a  most  valuable  manage¬ 
ment  contract. 

We  took  over  the  management  on  Octo¬ 
ber  1,  1942,  sending  down  Harold  Narrow, 
who  had  been  in  our  Management  Depart¬ 
ment  for  about  10  years  at  that  time.  Before 
going  into  the  deal,  we  had  of  course  made 
up  an  operating  budget,  which  I  can  assure 
you  was  considerably  under  the  amount 
which  was  being  spent  at  that  time.  We  were 
happy  to  find  that  our  first  year’s  operation 
did  come  very  close  to  the  amount  which 
we  had  estimated.  The  accountant  never 
could  understand  how  we  could  come  so 
close  in  estimating  operating  expenses  total¬ 
ing  $124,000  on  a  project  with  which  we 
were  unfamiliar  in  a  city  in  which  we  were 
not  operating. 

This  property  has  developed  into  a  very 
fine  investment.  The  rent  roll  is  now  close 
to  $600,000.  The  purchase  price  was  close 
to  $3,000,000.  When  the  FHA  loan  was  paid 
down  to  $2,333,000  we  refinanced  it  wdth  a 
conventional  loan  which  has  now  been  paid 
down  to  a  little  less  than  $2,000,000.  At  the 
time  of  that  refinancing  w^e  were  relieved  of 
the  limited  dividend  feature,  as  w'ell  as  con¬ 
trol  of  the  rent  schedule  by  the  FHA.  Our 
management  has  not  always  been  a  bed  of 
roses,  and  I  like  to  feel  that  Draper  and  Kra¬ 
mer  has  made  some  contribution  to  the  suc¬ 
cess  of  this  development. 

Our  fire  insurance  premium  at  first  fig¬ 
ured  about  $14,000  annually,  which  was  a 
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terrific  amount.  We  found  at  once  that  this 
was  due  to  the  lack  of  fire  protection  in  our 
vicinity,  and  after  some  effort  we  had  a  Fire 
District  established.  Naturally  our  taxes 
were  increased  slightly  in  order  to  support 
a  fire  department,  but  this  resulted  in  a  sav¬ 
ing  of  about  two-thirds  of  our  annual  fire 
insurance  premium. 

We  have  made  many  operating  changes 
which  have  reduced  expenses.  We  discon¬ 
tinued  running  our  own  busses,  selling  them 
and  contracting  with  the  St.  Louis  County 
Bus  Line,  and  at  present  are  still  furnishing 
bus  service,  although  less  than  25  per  cent 
of  our  tenants  use  them.  We  have  changed 
from  oil  to  gas  on  six  of  our  boilers,  and 
are  able  to  use  gas  except  when  the  tem¬ 
perature  is  below  25  degrees,  which  effects 
quite  a  saving.  At  the  time  we  took  over, 
the  garbage  was  hauled  to  the  county  dump 
at  considerable  expense.  We  built  our  own 
incinerator. 

We  have  also  made  a  number  of  changes 
which  have  increased  income  and  resulted  in 
increased  management  fee.  After  quite  a 
battle  we  arranged  for  sid)metering  our 
electricity.  This  was  not  easy  although  there 
was  some  submetering  in  St.  Louis,  but  in 
order  to  arrange  for  this  we  had  a  real  job 
with  the  Commerce  Commission  in  Jeffer¬ 
son  City.  We  spent  some  $30,000  in  putting 
in  new  transformers  so  as  to  have  one  point 
of  entry  for  electricity  in  order  to  get  a  min¬ 
imum  rate,  but  this  has  proved  to  be  very 
profitable. 

During  many  years  we  were  of  course  lim¬ 
ited  by  rent  control.  However,  we  were  able 
to  increase  our  rents  slightly  by  putting  in 
8-cubic  foot  combination  deep  freeze  refrig¬ 
erators.  This  resulted  in  a  rent  increase  of 
$3.50  per  apartment  with  the  consent  of  the 
tenant,  and  we  now  have  one-half  of  the 
apartments  equipped  with  these  large  refrig¬ 
erators. 


We  have  put  in  coin-operated  automatic 
washers  and  dryers,  and  these  are  presently 
netting  us  over  $6,000  annually. 

We  have  kept  our  garages  rented  by  in¬ 
sisting  on  renting  garages  with  apartments 
whenever  a  garage  was  available.  This  has 
kept  the  cars  off  the  streets  and  has  given  us 
an  additional  income.  Of  course  we  will  be 
able  to  do  this  only  so  long  as  our  rents  are 
on  a  scale  where  the  demand  for  apartments 
exceeds  the  supply,  or  for  as  long  as  our  rents 
are  below  the  market. 

Since  the  end  of  the  war  there  has  been  a 
great  deal  of  housing  built  in  St.  Louis  un¬ 
der  FHA  Section  608.  However,  we  have 
never  felt  any  ill  effects  from  this.  I'here  are 
no  large  housing  developments  in  our  im¬ 
mediate  vicinity.  While  we  have  increased 
rents  considerably,  we  have  been  carefid  not 
to  raise  rents  unreasonably  fast,  never  hav¬ 
ing  made  any  greater  increase  at  one  time 
than  i  r,  per  cent,  and  we  are  still  consider¬ 
ably  lower  than  any  of  the  new  develop¬ 
ments,  and  I  believe  our  rents  are  very  rea¬ 
sonable. 

The  Famous-Barr  Department  store,  one 
of  the  largest  in  St.  Louis,  is  building  a  large 
shopping  center  about  three-quarters  of  a 
mile  away.  This  should  be  helpful  to  our  de¬ 
velopment.  Also,  one  of  the  new  super¬ 
highways  from  St.  Louis  will  pass  by  our 
V^illage,  making  driving  time  to  the  city 
only  15  minutes. 

Recently  a  client  of  ours  purchased  a  fine 
office  building  in  St.  Louis,  and  because  we 
had  a  capable  manager  there  he  turned  over 
the  management  to  us.  So  we  have  now 
opened  a  branch  office  in  St.  Louis  and  are 
working  for  more  management  business  in 
that  area. 

This  and  our  other  operations  out  of  Chi¬ 
cago  have  proved  to  be  very  satisfactory, 
and  we  are  always  happy  to  consider  hous¬ 
ing  projects  or  office  buildings  anywhere. 
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III.  New  Building  Projects  Are  Management  ‘Naturals’ 
by  John  R.  Higgins,  CPM 


If  one  is  able  to  find  a  favorable  financial 
climate— i,e,,  long-term  mortgage  with  low 
interest  rates  and  an  over  all  construction 
cost  that  will  permit  marketable  rentals  at 
all  times,  then  certainly  initiating  new  in¬ 
come  property  is  one  of  the  avenues  to  the 
acquisition  of  additional  properties  for 
management. 

With  the  large  amount  of  new  building 
now  in  the  planning  stages  and  in  progress 
in  all  parts  of  the  country,  a  CPM  should  be 
able  to  secure  additional  accounts  by  direct 
solicitation.  This  involves  personal  inter¬ 
views  and  a  knowledge  of  sound  selling  tech¬ 
niques.  Clever  brochures  replete  with  signif¬ 
icant  photographs,  financial  statements  of 
successful  operation,  and  graphic  illustra¬ 
tions  of  before-and-after  results,  both  photo¬ 
graphic  and  financial,  should  be  used  to  the 
full. 

A  property  manager  should  gain  an  early 
contact  with  a  new  building  project,  in  or¬ 
der  that  he  may  influence  the  building  in 
the  blueprint  stage.  Points  like  these  are  im¬ 
portant  and  the  manager  will  see  to  it  that 
they  are  included  in  the  planning: 

Cement  and  mortar  formulas  should  be 


checked  by  the  best  approved  testing  meth¬ 
ods;  boiler  rooms  should  be  large  enough 
to  make  inspection  and  cleaning  of  all  ap¬ 
paratus  easy;  service  elevators  should  be  of 
sufficient  size  to  enable  easy  transportation 
of  pianos  and  other  large  articles  of  furni-  , 
ture;  passage  halls  and  stairwells  should  be 
free  from  awkward  and  narrow  turns  and 
should  permit  easy  transportation  of  large 
articles  of  furniture;  door  jambs  should  be 
of  sufficient  size  and  properly  anchored  to 
prevent  chipping,  cracking  and  popping  of 
surrounding  plaster  areas;  insulating  glass 
should  be  used  in  metal  casement  windows 
to  prevent  condensation  as  much  as  pos¬ 
sible;  electrical  wiring  should  be  adequate 
for  air  conditioners;  soundproofing  should 
be  considered  as  an  important  asset;  en¬ 
trances,  lobbies  and  hallways  should  be 
designed  for  attractiveness  and  ease  of  main¬ 
tenance;  a  landscaping  plan  is  important. 

By  early  contact  a  certified  property  man¬ 
ager  can  also  select  and  stabilize  the  tenancy  ^ 
of  a  proposed  development  and  by  offering 
experienced  advice  can  convince  a  prospec¬ 
tive  builder  that  his  services  are  indispen¬ 
sable. 


Neighborhood  councils  are  appearing  in  all  of  our  cities  as  a  result  of 
the  great  publicity  being  given  to  neighborhood  conservation.  The 
wise  and  forward-lookiyig  real  estate  manager  will  participate  and 
assist  wherever  possible  in  these  neighborhood  programs.  In  so  doing 
he  will  enlist  the  active  help  of  all  local  realtors  so  that  conservation 
will  enjoy  the  much  needed  full  support  of  everyone. 


THE  MANAGER’S  RESPONSIBILITY 
IN  NEIGHBORHOOD  GONSERVATION 
by  Lloyd  D.  Hanford,  CPM 


Successful  real  estate  managers  are  attract¬ 
ing  increased  attention  from  the  property 
owners  of  America,  with  great  benefit  to 
themselves  and  corresponding  benefits  to 
the  diverse  properties  in  their  care  and  to 
the  communities  in  which  these  properties 
are  located.  With  this  increased  interest  in 
professional  management  there  is  empha¬ 
sized  the  broad  functions  and  obligations  of 
the  real  estate  manager.  These  functions  and 
obligations  give  the  manager  unlimited  op¬ 
portunity  to  justify  his  professional  stand¬ 
ing  and  to  attract  an  increasing  volume  of 
business  to  his  organization. 

Ranking  very  high  in  a  long  list  of  serv¬ 
ices  which  the  manager  renders  to  his  clien¬ 
tele  is  his  ability  to  secure  for  the  owner  the 
highest  and  best  use  of  the  property  over  a 
continuing  period  of  time,  and  it  is  this  par¬ 
ticular  skill  that  creates  the  desire  on  the 
part  of  owners  to  use  the  manager’s  services. 
We  are  therefore  justified  in  underlining 

Lloyd  Hanford,  senior  partner  of  the  Property 
Management  Company  in  San  Francisco,  is  chair¬ 
man  of  the  Mayor’s  Citizens  Participation  Com¬ 
mittee  for  Urban  Renewal.  He  is  immediate  past 
president  of  the  San  Francisco  Real  Estate  Board 
and  a  regional  vice  president  of  IREM. 


our  ability,  among  other  things,  to  maintain 
the  high  standard  of  physical  fitness  in  the 
properties  entrusted  with  us— that  is,  pro¬ 
vided  we  maintain  a  scientific  approach  to 
the  policies  we  formulate. 

To  do  this  it  is  extremely  important  that 
we  have  knowledge  of  current  trends  and 
conditions  in  specific  neighborhoods  and  in 
the  community  at  large.  It  is  not  sufficient 
that  we  possess  simply  a  detailed  analysis  of 
a  single  property,  for  although  this  property 
may  be  exemplary  in  every  respect,  its  well¬ 
being  physically  and  economically  is  de¬ 
pendent  upon  the  neighborhood  as  well  as 
upon  the  entire  community.  We  must  take 
intelligent  stock  of  the  physical  plant  of  our 
city,  with  full  inventories  as  to  housing,  re¬ 
tail  districts,  industrial  properties  and  the 
various  neighborhoods  in  the  community. 

In  spite  of  the  large  volume  of  residential 
units  constructed  throughout  America  since 
the  end  of  World  War  II,  it  can  be  observed 
without  too  much  inspection  that  the  aver¬ 
age  housing  within  the  corporate  limits  of 
American  cities  would  be  classed  as  old  and 
suffering  from  deferred  maintenance  in 
some  form  or  another.  It  is  the  neglect  of 
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these  properties  that  has  encouraged  people 
to  leave  the  cities  for  suburban  areas  where 
better  housing  conditions  are  available. 
Further,  it  is  this  loss  of  residential  prestige 
that  causes  the  current  justified  concern  over 
increasing  vacancies  in  residential  rental 
properties,  and  the  slowly  lagging  demand 
for  the  purchase  of  residences  within  the 
metropolitan  areas.  Established  retail  dis¬ 
tricts  lx)th  in  the  central  city  and  in  neigh- 
Ixjrhood  areas  are  suffering  from  similar 
obsolescence  and  deferred  maintenance.  It 
is  the  failure  of  owners  and  tenants  alike  to 
keep  up  the  physical  plant  that  has  helped 
contribute  to  the  illusion  of  decentraliza¬ 
tion,  which  has  resulted  in  a  stagnation  of 
retail  activity  in  the  older  but  still  conven¬ 
ient  and  popular  shopping  districts. 

Public  improvements  play  their  part  in 
every  city’s  growth,  and  unfortunately  they 
too  have  contributed  to  community  dete¬ 
rioration,  although  in  very  recent  years  the 
pressure  of  public  opinion  has  stimulated 
positive  activity.  Among  the  principal  prob¬ 
lems  are  streets  in  need  of  widening  and  re¬ 
pair,  abandoned  public  buildings  and  ware¬ 
houses,  old  school  buildings,  dilapidated  fire 
houses  and  district  police  stations,  and  other 
antiquated  public  buildings.  The  public 
utilities  companies  and  their  physical  plant 
have  contributed  to  the  unattractiveness  of 
the  American  city,  although  in  recent  years 
they  have  been  making  efforts  to  win  local 
good  will.  Also,  railroads  and  public  trans¬ 
portation  facilities  in  a  large  number  of 
American  cities  have  contributed  their  share 
to  community  deterioration.  Unattractive 
railway  stations  in  wrong  locations,  grade 
crossings,  lack  of  street  maintenance  along 
rights-of-w'ay,  street  obstruction  and  im¬ 
proper  routing— all  these  impede  orderly 
city  growth  and  right  development. 

Industrial  properties  within  the  corporate 
limits  of  cities  are  of  course  an  integral  part 


of  the  dynamic  community  but  here  again 
both  the  property  owner  and  the  tenant  have 
neglected  the  physical  plant,  and  under  the 
impetus  of  the  modern  trend  of  industry 
seeking  single-story  operation  in  place  of  the 
old  multi  story  operation,  many  large  build 
ings  today  stand  deserted  and  decayed. 

THE  REALTORS’  NATIONAL  [ 

PROGRAM-BUILD  AMERICA  BETTER  | 

All  this  presents  a  very  unhappy  pictured 
but  certainly  not  a  hopeless  one.  Alert  and 
successful  realtors  across  the  nation  have  a 
very  real  concept  of  the  situation  and  have 
taken  a  practical  approach  toward  the  cor¬ 
rection  of  the  ills  which  plague  our  cities. 
Our  National  Association  of  Real  Estate 

I 

Boards  has  created  a  dynamic  instrumen-^ 
tality,  the  Build  America  Better  programT 
with  the  objective  of  conserving  the  huge  in- 1 
vestments  in  our  cities.  No  group  of  busi  i 
nessmen  realizes  better  than  the  realtors ’i 
what  the  capital  loss  due  to  deterioration  of 
our  cities  means  to  the  entire  economy,  and , 
no  businessman  will  suffer  more  from  a  de¬ 
teriorating  city  than  the  realtor  himself.  His 
loss  is  a  direct  one  since  demand  for  purchase 
and  lease  follows  the  downhill  trail  of  physi¬ 
cal  deterioration.  The  realtor,  however,  is 
not  alone  in  this  great  loss;  retail  merchants  f 
and  professional  people  lose  business;  the  > 
cities  themselves  lose  taxes  due  to  falling  as- 1 
sessments;  increase  in  crime,  juvenile  delin- 1 
quency  and  public  welfare  highlight  this  | 
deterioration.  In  short,  all  America  becomes  , 
the  unhappy  victim. 

The  basic  principals  of  the  Build  America 
Better  program  are  simple  and  practical. 
They  seek  to  recreate  and  to  increase  values 
by  a  planned  program  which  involves,  first, 
neighborhood  conservation  in  all  areas  in  or-  ‘ 
der  to  prevent  the  growth  or  spread  of  slums  ! 
and  to  upgrade  neighborlitxrds  so  that  they 
become  desirable;  secondly,  to  remove 
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1  blighted  areas  that  are  past  saving  and  to  re- 
.  place  these  areas  with  new  and  attractive  im- 
.  provements  designed  and  built  by  private 
I  enterprise  to  satisfy  the  needs  and  desires  of 
>  the  community.  Realtors  are  called  to  par¬ 
ticipate  actively  in  this  program.  Many  tools 
are  available  to  assist  the  realtor,  such  as 
\  “Blueprint  for  Neighborhood  Conserva- 
I  tion”  and  other  similar  brochures  dealing 
with  the  methods  and  economy  of  conserva¬ 
tion  and  neighborhood  renewal  programs. 
Build  America  Better  maintains  an  office  in 
Washington,  D.  C.,  at  1737  K  St.,  N.W., 

i  under  the  leadership  of  Charles  Stewart. 
This  office  is  a  fountainhead  for  information 
and  action  on  this  great  problem  of  city  re- 
^  building. 

;  TYPES  OF  RENEWAL  AND 
I  CONSERVATION  PROGRAMS 

'•  There  are  many  ways  to  approach  the  con- 
'  servation  and  renewal  plan;  the  methods 
.  used  depend  to  a  very  large  extent  on  the 
area  itself,  and  to  a  lesser  extent  (although 
of  great  importance)  on  the  residents  in  the 
area.  Generally  speaking,  the  average  neigh- 
^  borhood  is  well  adapted  to  a  voluntary  con¬ 
servation  program  wherein  the  residents  and 
’  property  owners  join  hands  by  organizing  a 
voluntary  neighborhood  council  as  a  me¬ 
dium  for  the  planning  and  promotion  of  an 
all-out  neighborhood  plan.  This  procedure 
offers  one  of  the  greatest  opportunities  for  a 
practical  demonstration  of  American  de¬ 
mocracy  at  work.  The  voluntary  plan  in  my 
opinion  is  the  most  desirable  way  wherever 
and  whenever  an  actively  interested  neigh¬ 
borhood  group  can  be  organized. 

The  other  aspect  of  conservation  falls  in 
the  category  of  urban  renewal  stimulated  by 
official  governmental  activity  under  the 
Housing  Act  of  1954.  This  type  of  program 
is  most  applicable  in  neighborhoods  where 
conservation  alone  is  totally  insufficient  to 


accomplish  the  necessary  objective  due  to 
the  advanced  stage  of  deterioration  in  the 
majority  of  properties  in  that  neighborhood. 
The  operation  of  this  type  of  renewal  often 
contemplates  a  complete  replanning  of  the 
neighborhood  as  to  street  layout,  facilities 
and  utilities. 

There  are  enormous  financial  benefits 
available  to  communities  under  the  1954 
Housing  Act,  through  the  Housing  and 
Home  Finance  Agency  of  the  Federal  Gov¬ 
ernment.  The  Agency  maintains  regional  of¬ 
fices  throughout  the  country,  which  help 
implement  urban  renewal  programs.  Also, 
there  are  benefits  available  to  individual 
property  owners  under  certain  aspects  of 
FHA,  which  provide  for  special  financing  at 
low  interest  rates  for  long  periods  of  time.  It 
is  of  great  importance  that  the  realtor  be¬ 
come  fully  familiar  with  the  Housing  Act. 
Regional  HHFA  and  FHA  directors  are 
most  cooperative  and  will  furnish  the  many 
descriptive  brochures  and  pamphlets  pub¬ 
lished  for  the  benefit  of  individuals  and  com¬ 
munities  concerned  with  the  urban  renewal 
problem. 

Under  the  Housing  Act  of  1954,  commu¬ 
nities  may  qualify  for  Federal  financial  as¬ 
sistance  in  an  urban  renewal  program,  pro¬ 
vided  they  meet  certain  requirements.  The 
principal  one  is  that  the  community  have  a 
workable  program.  There  are  seven  spec  ifi¬ 
cations  for  an  acceptable  workable  program. 
They  are  as  follows:  (1)  codes  and  ordi¬ 
nances  for  health,  sanitation  and  safety  for 
housing  (xcupancy;  (2)  a  community  plan 
for  land  use,  thoroughfares  and  zoning;  (3) 
neighborhood  boundaries  for  conservation, 
rehabilitation  or  clearance  and  redevelop¬ 
ment;  (4)  administrative  organization  to  en¬ 
force  codes  and  to  carry  out  renewal  proj¬ 
ects;  (5)  a  plan  for  financing  urban  renewal; 
(6)  a  program  for  rehousing  dislocated  fam¬ 
ilies;  (7)  city-wide  citizen  participation. 


I 


Journal  of  Property  Management,  September  1955 


It  is  in  connection  with  this  last  item  that 
the  realtor-manager  can  make  the  greatest 
contribution.  As  of  this  date  approximately 
60  of  the  major  American  cities  have  a 
federally-approved  workable  program,  and 
under  this  program  have  organized  citizen- 
participation  committees.  It  is  the  duty  of 
realtors  to  be  members  of  these  committees 
wherever  possible  and  to  take  an  active  part 
in  committee  deliberations  on  a  completely 
imjrersonal  basis,  sublimating  all  desire  for 
immediate  personal  gain  to  the  great  objec¬ 
tive  of  community  service.  These  commit¬ 
tees  are  composed  of  the  business  leaders  and 
neighborhood  leaders  of  the  community. 
They  meet  regularly  in  council  with  the 
various  city  agencies  and  their  objective  is 
conservation,  hrst,  through  voluntary  action 
by  all  citizens;  second,  full  code  enforcement 
for  the  health,  welfare  and  safety  of  the  peo¬ 
ple  in  the  community;  third,  alerting  the 
community  to  the  great  need  for  conserva¬ 
tion  and  renewal  and  the  benefits  to  be  de¬ 
rived  by  everyone  from  it;  and  fourth,  the 
full  cooperation  with  all  civic  bodies  for 
practical  planning  and  for  the  attainment  of 
the  stated  objectives. 

THE  CPM  HAS  A  LEADING  PART 

No  group  of  realtors  is  better  qualified, 
better  equipped,  more  strategically  situated, 
or  under  greater  obligation  to  participate 


fully  in  the  conservation  program  thang 
CPM’s.  In  his  work  the  CPM  is  constantly  | 
studying  individual  properties,  neighbor  ! 
hoods,  and  the  community  at  large.  He  is  f 
counseling  property  owners  and  studying  [ 
the  economy  of  properties  not  only  in  his  • 
care  but  properties  which  he  hopes  to  in- ; 
elude  in  his  portfolio.  He  enjoys  the  confi-  ^ 
dence  of  real  estate  owners  and  other  brokers  I 
and  he  is  in  the  key  position  of  an  advisor  I 
whose  recommendations  lead  to  positive  ac- ' 
tion.  The  manager  can  and  must  accept  re-  ‘ 
sponsibility  for  a  major  role  in  this  program, 
and  it  is  a  role  which  will  win  for  him  ex- 1 
traordinary  compensation.  I 

It  is  not  sufficient  for  the  realtor  to  con-  * 
centrate  his  efforts  only  on  individually-  ^ 
owned  properties.  He  must  participate  ac- 1 
tively  in  local  real  estate  board  affairs  to  the  < 
end  that  the  conservation  program  becomes 
an  industry-wide  project  calling  for  an  all- 
out  cooperative  effort.  He  must  take  a  keen 
and  active  interest  in  public  affairs  wherever  i 
the  growth  and  development  of  his  commu-  j 
nity  are  concerned  either  directly  or  indi¬ 
rectly;  he  must  support  neighborhood 
leadership  for  active  neighborhood  conser¬ 
vation  programs;  and  finally  he  must  be 
willing  to  sacrifice  some  temporary  personal 
gain  for  the  benefit  of  the  community  in  j 
which  he  lives,  which  sacrifice  is  in  itself  an 
investment  in  his  own  future.  1 


fl 


In  the  month  of  April  the  BLS  consumer  price  index  of  rent  recorded 
the  first  national  drop  in  more  than  75  years.  Obviously,  some  land¬ 
lords  were  forced  to  take  less  money  for  their  residential  accommoda¬ 
tions  as  vacancy  in  their  communities  increased.  This  problem  will 
become  more  common  before  it  gets  less  common  ...  One  CPM  in  a 
city  which  he  chooses  to  keep  anonymous  by  calling  it  Timbuktu  has 
seized  upon  this  situation  as  an  opportunity  for  expanding  his  business. 
He  has  prepared  a  canny  circular  called  ‘'Special  Report  on  Vacancy” 
and  distributes  it  to  owners  of  older  properties.  Here’s  the  text  of  this 
timely  document. 


BEATING  VACANCIES  TO  THE  DRAW 

T HERE  IS  AN  EXPRESSION  that  has  become  fairly  common  during  the  past  dec¬ 
ade  that  sets  the  temper  of  this  report,— “Let’s  Face  It . . 

It  is  not  our  intention  to  advance  pessimism  but  rather  realism  and  it  is  a 
real  and  significant  fact  that  the  total  vacancy  in  the  older-type  apartment 
building  and  rental  properties  (constructed  prior  to  1932)  is  as  great  or 
greater  than  at  any  time  during  the  past  15  to  18  years.  There  are  a  number  of 
reasons  for  this  condition  but  four  basic  factors  stand  out: 

1.  The  tremendous  amount  of  housing  construction  carried  on  in  Timbuktu. 

2.  The  uneconomic  and  liberal  financing  and  selling  of  this  new  construction. 

3.  Public  housing  projects  and  apartment  construction  under  Title  V'l  of  the  Federal 
Housing  Administration. 

4.  The  extensive  obsolescence  of  the  older  apartment  buildings  and  the  false  concepts 
of  ownership  created  by  ten  years  of  operation  under  rent  control. 

All  four  of  the  items  above  contribute  to  today’s  excessive  vacancy  and  will 
be  treated  briefly,  to  outline  a  background;  however,  it  is  in  the  fourth  factor 
that  we  might  find  a  solution  to  this  problem. 

Figures  from  the  1940  and  1950  census  and  from  the  Timbuktu  Chamber 
of  Commerce  and  Building  Department  show  dramatically  how  the  housing 
supply  in  Timbuktu  has  surpassed  the  increase  in  population— the  case  of 
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supply  exceeding  the  demand  with  resulting  vacancy  in  the  least  desirable 
properties. 

In  1940,  there  was  a  total  of  83,246  housing  units  in  Timbuktu.  This  in¬ 
creased  to  1 17,206  in  1950  and  totaled  150,956  units  on  April  1st  of  this  year 
(exactly  5  years  from  date  of  1950  census)  for  an  increase  of  81.3  per  cent  in 
available  housing  units.  Within  the  same  period,  the  city’s  population  in¬ 
creased  from  292,942  to  435,050  for  an  increase  of  48.5  per  cent.  Additional 
comment  is  not  necessary  as  the  above  figures  readily  establish  how  the  supply 
of  housing  has  far  out-stripped  the  demand. 

Classifying  the  financing  and  selling  of  new  construction  as  uneconomic 
and  liberal  is  not  intended  as  a  disparagement  of  these  methods  within  them¬ 
selves  but  only  as  they  retard  profitable  occupancy  of  your  properties.  You 
probably  have  a  complete  or  substantial  ecjuity  in  your  real  estate  and  if 
financed,  the  amortization  is  over  the  comparatively  short  period  of  10  to  15 
years.  The  rentals  required  for  the  return  of  the  above  plus  the  constantly 
increasing  costs  of  operation  and  maintenance  cannot  compete  with  owner¬ 
ship  of  today’s  homes.  Modern  living  facilities  that  are  financed  over  a  period 
of  20  to  30  years  and  with  a  minimum  downpayment,  in  some  cases  as  low  as 
$1  plus  closing  costs,  accentuate  our  theme  of  “Let’s  Face  It  .  .  .’’  Today,  it  is 
cheaper  to  own  than  to  rent. 

Timbuktu  now  has  4,491  public  housing  units.  The  past  five  years  alone 
saw  the  construction  of  1,022  apartments,  representing  4.3  per  cent  of  the 
23,750  dwellings  built  since  the  1950  census.  The  city-wide  vacancy  in  1940 
was  only  2.6  per  cent.  This  4,491  of  the  total  housing  in  Timbuktu  not  only 
offers  competition  to  your  property  but  your  taxes  assist  in  this  indulgent 
susidization. 

At  the  end  of  the  war  and  demobilization  there  was  an  extreme  shortage  of 
housing.  Men  that  had  left  an  established  home  came  back  to  establish  their 
own.  The  Federal  Government  stepped  in  (and  rightly,  too)  to  fill  the  breach 
with  liberal  financing  through  Title  VI  of  the  FHA  for  rental  properties.  A 
total  of  3,829  FHA  “608”  project  apartments  have  been  erected  in  Timbuktu. 
Foreclosures  of  these  expendable  properties  began  as  early  as  1953,  the  first 
occurring  in  Timbuktu  this  spring. 

There  is  little  doubt  that  we  and  property  owners  were  lulled  into  a  false 
sense  of  security  and  a  distorted  view  of  ownership  obligations  by  the  opera¬ 
tion  of  rent  control  in  its  last  five  years.  The  inequity  of  controlling  rents  long 
after  other  industries  returned  to  a  free  market  developed  OPA  interpreta¬ 
tions  of  not  requiring  and  providing  for  ordinary  and  routine  maintenance. 
This  resulted  in  excessive  deterioration  to  the  majority  of  rental  properties. 


Beating  Vacancies  to  the  Draw 


» 

> 

! 


Rent  control  did  allow  increases  for  the  replacement  of  stoves,  refrigerators, 
etc.,  and  this  false  concept  still  exists  today.  This  idea  of  securing  more  rent 
for  what  ordinarily  would  have  been  done  to  meet  competition  in  the  last 
1 5  years  must  be  abandoned. 

There  is  a  surprising  number  of  redecorated  25-  to  30-year  old  apartments 
standing  vacant  today  at  equal  or  less  rent  than  when  rent  control  ended.  And 
why?  A  redecorated  apartment  with  the  conveniences  of  the  late  Twenties  is 
simply  not  competitive  with  the  new  homes  and  apartments. 

Rehabilitation— the  process  of  renewing  the  equipment,  surfaces  and  ma¬ 
terials  because  these  items  are  not  satisfactorily  serving  the  purpose  for  which 
they  were  intended— is  a  part  of  but  not  the  answer  to  today’s  competition. 
We  must  have  modernization.  This  means  streamlined  kitchens  with  more 
storage  and  work  space,  cabinet  sinks  with  swing  spout  faucets  and  of  the  right 
height  (not  the  back-breaking  ugly  basins  of  the  Twenties),  refrigerators 
sized  for  the  age  of  frozen  foods,  automatic  ranges,  and  so  on.  These  and  other 
items  under  the  check  list  below  are  important.  The  shortage  and  cost  of 
domestic  help  throws  all  the  work  on  the  housewife  and  she  demands  con¬ 
veniences. 

We  do  not  propose  that  this  be  done  overnight,  but  if  you  are  to  protect 
and  hold  your  investment,  consideration,  planning  and  a  decision  should  not 
be  delayed.  We  will  be  glad  to  review  the  requirements  of  your  property  with 
you. 

ITEMS  OF  REHABILITATION 
Redecoration 
Sanding  of  floors 
Linoleum  replacement 
Shade  replacement 

Overhauling  of  heating  system-traps,  valves,  controls 

Carpentry  repairs 

Plaster 

Plumbing 

Equipment 

Redecoration— floor  covering  of  public  areas 

ITEMS  OF  MODERNIZA HON 

Complete  new  kitchens,  sinks,  cabinets 
Wiring  for  air  conditioning 
New  electric  fixtures 
New  plumbing  fixtures 
Tiling  of  bathroom  walls 
Installation  of  showers 
Kitchen  exhaust  fans 
Additional  electric  outlets 

Conversion  of  old-style  dark  woodwork  to  pastel  colors 


The  June  and  August  Fundamental  and  Standards  Bulletins  of 
the  Institute  of  Real  Estate  Management  were  devoted  to  explanations 
of  various  types  of  insurance  coverage.  The  Spring  ipyy  issue  of  the 
Journal  included  an  article  on  “How  to  Avoid  Insurance  Booby 
Traps.”  Since  these  publications,  specific  questions  have  been  directed 
to  IREM’s  director  of  research  for  further  comment.  Five  of  these  ques¬ 
tions  are  answered  here. 


IMPORTANT  QUESTIONS  ABOUT  INSURANCE 

bjy  J.  Ernest  Kuehner 


What  insurance  coverage  is  necessary  for 
the  average  management  office? 

Without  exception,  insurance  companies 
to  which  this  question  was  referred  wanted 
to  know  the  definition  of  “an  average  man¬ 
agement  office.”  Actually,  there  is  no  com¬ 
posite  answer  to  the  question.  The  business 
for  which  each  property  management  com¬ 
pany  is  responsible  will  vary  widely.  The  in¬ 
surance  coverage  for  the  management  firm 
handling  the  Empire  State  Building  will  be 
far  different  from  that  required  for  the  firm 
whose  bulk  of  business  is  residential.  Also, 
there  will  be  a  difference  in  the  insurance 
requirements  of  the  several  states.  Condi¬ 
tions  for  which  a  property  manager  is  re¬ 
sponsible  in  one  state  may  differ  or  not  even 
apply  in  another  state. 

The  insurance  companies  suggested  that 
each  management  company  consult  with  its 
local  insurance  counsel  to  be  assured  of  ade- 
(juate  protection.  It  was  agreed  that  there 
were  too  many  extenuating  circumstances 
to  establish  “an  average  management  office.” 
For  example,  volume  of  business,  type  of 
structures,  elevators,  type  of  heating  plant, 
age  of  structures,  number  of  employees. 


parking  lots,  fire  escapes,  lighting,  sprinkler 
systems,  metered  electrical  appliances,  com¬ 
pany  automobiles,  relation  of  firm’s  em¬ 
ployees  to  the  office,  are  among  the  many 
conditions  that  would  determine  the  insur¬ 
ance  a  management  firm  should  carry.  These 
conditions  should  be  established  between 
the  head  of  the  management  company  and 
his  insurance  counsel  and  then  a  decision 
reached  as  to  adequate  coverage. 

Under  what  conditions,  which  are  insur¬ 
able,  is  a  management  office  responsible  le¬ 
gally  for  acts  of  omission  of  its  employees? 

A  management  office  is  always  legally  re¬ 
sponsible  for  the  acts  or  omissions  of  its  em¬ 
ployees  if  such  acts  or  omissions  occur  in  the 
scope  of  the  employee’s  employment.  The 
purpose  of  this  question  was  to  inquire  into 
the  legal  responsibility  of  a  real  estate  man¬ 
agement  office  arising  out  of  its  control  of 
real  property  on  behalf  of  the  owners 
thereof.  On  the  basis  of  this  assumption,  one 
of  the  insurance  companies  quoted  from  an 
acknowledged  legal  reference  treating  that 
problem.  The  reference  is  2  American  Juris¬ 
prudence-Agency,  Sec.  334: 
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An  agent  who  undertakes  the  sole  and  complete  con¬ 
trol  and  management  of  the  principal's  premises  is 
liable  to  third  persons,  to  whom  a  duty  is  owing  on 
the  part  of  the  owner,  for  injuries  resulting  from  his 
negligence  in  failing  to  make  or  keep  the  premises 
in  a  safe  condition.  This  principle  is  applied  by  the 
American  Law  Institute  to  an  agent  who  has  custody 
of  the  principal’s  chattels  as  well  as  to  an  agent  in 
charge  of  real  property.  This  duty  may  be  character¬ 
ized  as  a  privity  in  law  by  virtue  of  which  everyone 
in  charge  of  property  is  under  obligation  so  to  use 
it  as  nut  to  injure  another.  Thus,  a  tenant  of  prop¬ 
erty  over  which  an  agent  has  been  given  control  and 
management  may  hold  the  agent  personally  re- 
sponsii)le  for  injuries  resulting  from  dangerous  con¬ 
ditions  which  the  agent  fails  to  have  repaired,  unless 
he  has  elected  to  hold  the  principal  responsible. 
However,  the  existence  of  an  agency  for  renting  real 
estate  does  not  render  the  agent  liable  for  personal 
injuries  from  defects  in  the  leased  premises  where 
the  landlord  himself  would  nut  be  liable.  .And  gen¬ 
erally,  since  the  true  ground  of  liability  is  the  duty 
of  the  agent  and  his  negligent  disregard  or  violation 
of  that  duty,  it  necessarily  follows  that  where  an 
agent  in  charge  of  the  land  or  chattels  of  his  prin¬ 
cipal  owes  no  duty  to  a  third  person  injured  thereon 
or  thereby,  there  can  be  no  liability  to  such  person. 

Another  reference  is  the  Restatement  of 
Torts,  Sec.  387: 

.An  independent  contractor  or  servant  to  whom  the 
owner  or  possessor  of  land  turns  over  the  entire 
charge  thereof  is  subject  to  the  same  liability  for 
harm  caused  to  others  within  or  outside  the  land  by 
his  failure  to  exercise  reasonable  care  to  maintain 
the  land  in  safe  repair  as  though  he  were  the  pos¬ 
sessor  of  the  land. 

In  short,  legal  liability  of  a  management 
office  arises  because  of  its  control  of  the 
premises  and  is  identical  with  the  liability 
of  the  possessor. 

A  word  of  caution  must  be  added.  This  is 
a  complex  legal  subject  which  varies  some¬ 
what  from  state  to  state  and  so  legal  advice 
should  be  sought  from  local  counsel. 

What  is  ‘^records  insurance?” 

“Records  insurance”  may  be  divided  into 
two  categories.  The  first  is  Valuable  Papers 
Coverage,  an  insurance  that  reimburses  an 
insured  for  loss  of  valuable  papers  and  rec¬ 
ords  while  such  papers  and  records  are 
owned  by  the  insured  or  held  by  the  insured 
in  any  capacity.  “Valuable  papers”  include 


_ ^ 

books,  records,  maps,  drawings,  specifica¬ 
tions,  abstracts,  deeds,  mortgages,  manu¬ 
scripts,  documents  and  other  material  of  a 
similar  nature  used  by  the  insured  in  his 
business.  The  value  of  such  papers  is  deter¬ 
mined  by  the  cost  of  labor,  professional 
knowledge  or  skill,  legal  and  other  fees  in¬ 
cidental  to  preparation  of  such  papers,  plus 
in  many  cases  additional  charges  for  as¬ 
sembling  information  and  the  intrinsic 
value  of  the  paper  on  which  the  document  is 
printed  or  recorded.  There  are  certain  con¬ 
ditions  and  exclusions,  depending  upon  the 
type  of  policy  written. 

The  second  category.  Accounts  Receiv¬ 
able  Coverage,  is  an  insurance  that  reim¬ 
burses  the  insured  for  all  loss  resulting  from 
the  insured’s  inability  to  collect  money  due 
the  insured  from  his  customers  provided 
such  inability  is  due  to  loss,  or  damage  to, 
the  insured’s  records  of  accounts  receivable 
while  such  records  are  contained  in  the  in¬ 
sured’s  premises.  The  policy  is  usually  writ¬ 
ten  to  provide  for  temporary  removal  of  rec¬ 
ords  upon  proper  notification  if  a  loss  is 
incurred. 

How  is  ^Hnsurable  value”  established? 

It  is  best  to  have  a  qualified  appraiser 
determine  the  insurable  value  on  buildings. 
A  qualified  appraiser  would,  of  course,  be  a 
concern  or  an  individual  who  is  familiar 
with  building  costs  in  the  particular  locality 
and  who  is  also  familiar  with  the  problems 
of  depreciation,  either  physical  or  economic. 
Using  square  foot  or  cubic  foot  factors  is  per¬ 
missible  if  an  appraiser  is  not  available, 
rather  than  hazarding  a  rough  guess. 

What  is  meant  by  stipulated  value?” 

When  used  in  connection  with  insurance 
on  buildings,  it  is  presumed  that  “stipulated 
•  value”  would  mean  that  the  value  of  the 
property  is  agreed  upon  when  the  policy  is 
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written.  One  of  the  insurance  companies 
contacted  on  this  question  declared  this 
practice  would  be  illegal  in  most  states. 
However,  there  are  a  number  of  states  hav¬ 
ing  “valued  policy  laws’’  which  provide  in 
effect  that  in  event  of  total  loss  to  a  building, 
the  face  amount  of  the  policy  is  paid,  regard¬ 
less  of  the  actual  cash  value  of  the  building. 
In  some  of  these  states,  it  is  necessary  to  state 


the  value  of  the  building  in  the  policy  or  to 
limit  the  amount  of  insurance  that  may  be 
carried.  Superficially,  the  “valued  policy 
laws’’  may  seem  to  be  desirable  but  they  in-  | 
troduce  so  many  problems  which  possibly  ? 
open  the  way  to  fraud,  that  most  states  and 
most  insurance  men  disapprove  of  them. 
Here  again,  it  would  be  well  to  seek  the  ad-  1 
vice  of  insurance  counsel  in  your  state. 


PROPERTY  MANAGEMENT 
OPERATING  BULLETINS 

Published  Monthly  by  the  Institute  of  Real 
Estate  Management 


Suggested  Lease  Clauses 
Dividends— with  Sound  Conditioning 
Water  Heaters  Can  Be  Troublesome 
Can  You  Light  Your  Building  More 
Economically 

Look  at  Your  Floors— Others  Do 
Wall  Coverings 

The  Master  Television  Antenna 
System 

A  New  Technique  in  Wall  Decoration 
Air  Conditioning  with  Room  Coolers 
Danger  Signals  of  Roof  Troubles 
Control  of  Non-Subterranean 
Termites 

More  Space  with  Movable  Partitions 


You  and  Color  Dynamics  j 

Operation  Mothball  for  Roofs  and 
Walls 

What  about  Resilient  Floor  Coverings  > 

Personalized  Apartment  Temperature 
Control  I 

Waterproofing  Exterior  Masonry  ' 

Walls 

Protecting  Metal  Surfaces  ! 

Maintenance  of  Heating  Equipment  | 

How  Often  Should  Exteriors  Be  > 

Painted 

Refrigerator  Maintenance  | 

Domestic  Textile  Rugs  [ 

Rubber  Base  Paints  1 

Fuels,  Heating  and  Insulation  I 


The  above  are  titles  of  current  Fundamental  and  Standards  Bulletins  issued  as  a 
monthly  service  to  members  of  I  REM.  Property  managers  not  belonging  to  the  In¬ 
stitute  may  obtain  these  and  other  periodic  Research  Bulletins  plus  a  one-year  sub¬ 
scription  to  the  Journal  of  Property  Management  for  $12.50.  Write  the  Institute 
of  Real  Estate  Management,  22  West  Monroe  Street,  Chicago  3,  Illinois. 


GOT  A  (QUESTION  ABOUT  MACHINE 
BOOKKEEPING? 


Some  of  these  answers  may  help.  Fhey  are  from  a  roundtable  discus¬ 
sion  held  for  property  managers  at  an  IREM  meeting  in  Los  Angeles. 
Leader  was  CPM  Rex  B.  Little  of  the  ().  \V.  Cotton  Co.  of  San  Diego. 


1.  How  long  does  it  take  to  tram  an  op¬ 
erator  on  your  machine? 

It  will  be  approximately  six  months  be¬ 
fore  the  operator  will  be  qualified  to 
handle  it  alone.  This  applies  to  the 
operation  of  the  machine  only  and  not 
to  bookkeeping  in  general. 

2.  On  your  statement,  how  do  you  keep 
record  of  the  tenants  in  their  respec¬ 
tive  units? 

All  tenant  information  is  set  up  on  ad- 
dressograph  and  is  imprinted  on  the 
statement  each  month. 

3.  What  is  the  cost  of  these  bookkeeping 
machines? 

Three  to  six  thousand  dollars  depend¬ 
ing  on  the  type  most  adaptable  to  your 
own  office. 

4.  What  part  of  you  r  statement  goes  to  the 
owner? 

The  original,  which  contains  a  mini¬ 
mum  of  bookkeeping  information  to 
avoid  confusing  the  owner. 

5.  Do  they  seem  to  be  satisfied  with  the 
statement? 

For  the  most  part,  yes.  It  is  a  clear-cut 


statement  with  fairly  detailed  informa¬ 
tion.  The  biggest  problem  is  in  the 
transition  from  old-type  bookkeeping 
to  machine  statement,  when  owners 
have  become  accustomed  to  an  entirely 
different  report. 

6.  In  your  opinion,  ivhat  is  the  most  im¬ 
portant  feature  of  bookkeeping  ma¬ 
chines? 

The  saving  of  time  by  reducing  the  de¬ 
tailed  operation  necessary  to  provide  a 
comprehensive  report;  the  provision  to 
the  management  office  of  the  necessary 
information  to  control  the  operation 
more  adequately;  the  protection  against 
inaccuracies  and  mistakes,  and  the  re¬ 
duction  of  the  problem  of  organization 
for  the  peak-load  times  of  turning  out 
a  volume  of  monthly  statements. 

At  zvhat  point,  from  the  standpoint  of 
business  activity,  should  one  consider 
installing  a  bookkeeping  machine? 

The  consensus  of  opinions  seems  to  be 
that  it  would  be  a  logical  step  to  take 
when  your  management  business  in¬ 
creases  to  a  volume  of  800  to  900  units. 
However,  it  is  hard  to  apply  a  rule  of 
thumb  to  a  proper  time  of  installation. 
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At  what  time  of  the  month  do  the  own¬ 
ers  receive  their  statements? 

There  were  many  answers  to  this  par¬ 
ticular  question,  running  all  the  way  to 
the  10th,  the  15th,  the  last  day  of  the 
month.  It  seems  that  most  offices  render 
a  statement  on  the  last  day  of  the  month. 
There  were  some  who  rendered  a  state¬ 
ment  twice  each  month. 

9.  Can  the  machine  be  used  for  other  book¬ 
keeping  in  the  office  besides  property 
management? 

Yes.  This  should  be  taken  into  con¬ 
sideration  when  purchasing  your  ma¬ 
chine  so  that  different  control  bars  can 
be  set  up. 

10.  What  information  do  you  provide  on 
the  statement  to  the  owner? 

Generally  speaking,  we  provide  the 
owner  with  the  tenant’s  name,  the  ad¬ 
dress  and  unit  number  of  the  property, 
the  scheduled  rent,  the  amount  of  rent 
collected,  delinquencies,  vacant  units. 


amounts  of  mortgage  payments  and  a 
running  balance  of  these  payments,  and 
all  other  disbursements  in  detail  with 
bills  attached  to  the  statement.  The 
summary  provides  the  gross  income 
from  the  property,  total  disbursements, 
net  for  the  month,  and  any  reserve  set 
up  for  the  payment  of  taxes,  insurance, 
etc.  At  the  end  of  the  year,  the  owner 
has  twelve  complete  statements  which 
are  very  valuable  in  computing  his  in 
come  tax. 

1 1.  How  many  totals  does  the  machine  ac¬ 
cumulate?  How  many  totals  should  one 
have? 

The  machine  carries  from  four  to  as 
many  as  twenty  totals.  The  number  of 
totals  that  one  should  have  depends 
entirely  upon  the  amount  of  activity 
the  machine  will  have.  By  this  is  meant 
the  number  of  different  operations  at 
which  the  machine  will  work.  In  our 
particular  operation,  we  use  six  totals, 
which  is  adequate.  An  increase  of  opera¬ 
tions  would  justify  at  least  ten  totals. 


j  MAINTENANCE  EXCHANGE 

by  David  L.  Keith,  cpm,  Editor 

LETTERS  OF  INQUIRT,  COMMENTS  BY  READERS, 
NOTES  BY  THE  EDITOR 


I 

;  Lighting  fixture  guide 

Lighting  is  one  of  those  things  about 
which  there  probably  never  will  be  com¬ 
plete  agreement.  You  could  scarcely  sell  the 
owner  of  the  corner  tavern  on  turning  up 
the  lights  to  the  “quick-restaurant”  lumens. 
Conversely,  you  couldn’t  sell  the  restaurant 
I  owner  on  the  idea  of  keeping  it  so  dark  in 
j  his  place  of  business  that  people  hung 
around  and  relaxed. 

A  hallway  can  just  as  easily  be  over-lit 
j  as  under-lit,  with  the  too  bright  lights  de- 
t  stroying  the  atmosphere  of  plushness  that 

I  carpets  and  wall  treatment  have  tried  to 
create. 

Nevertheless,  you  may  well  find  General 
Electric’s  new  booklet,  “Lighting  Fixture 
I  Guide,”  of  value  in  selecting  fixtures  and 
»  lamps  for  your  various  buildings.  It  applies 

(strictly  to  home  lighting  and  does  not  cover 
the  office  field.  Yet  it  will  be  helpful  in  the 
installation  of  new  lights  in  bathrooms,  re- 
I  moval  of  wall  and  overhead  fixtures  which 
^  have  passed  the  period  of  obsolescence. 

•  In  case  you’re  interested,  G-E  sells  the 
I  booklet  for  50  cents,  but  I  would  suggest 
}  you  discu-ss  it  with  your  G-E  man  first. 

[  LCd/s  everything 

I  Instead  of  the  necessity  of  constant  lawn- 
f  clipping  and  weed-cutting  in  areas  around 
I  driveways,  in  the  gravel  laundry  yard  or 


play  yard,  it  makes  sense  merely  to  use  one 
of  the  weed  killers  that  kills  all  plant  growth 
for  a  reasonable  period  of  time.  Dolge  (of 
Westport,  Connecticut)  is  one  of  the  manu¬ 
facturers  of  such  weed  and  grass  killers,  but 
you  can  find  others  that  will  do  the  same 
thing.  Next  time  you’re  looking  over  your 
buildings,  check  for  all  the  spots  where 
plant  killers  could  be  used  to  advantage. 

Buildings  and  plastics 

The  Building  Research  Institute,  2101 
Constitution  Avenue,  Washington  25, 
D.  C.,  has  issued  a  $5  book  on  the  uses  of 
plastics  in  building.  You  might  want  one 
for  your  office,  but  prudence  may  indicate 
the  desirability  of  borrowing  one  from  your 
construction  contractor  before  you  invest 
yourself.  New  developments  come  so  fast  in 
the  plastics  industry  that  it  is  almost  impos¬ 
sible  to  keep  up  with  them  in  a  book,  or 
even  by  watching  magazines. 

For  example,  one  manufacturer  queried 
us  about  a  film  of  plastic  to  be  sprayed  on 
walls.  On  the  day  of  writing  this,  we  dis¬ 
cover  that  there  is  now  being  marketed  a 
thin  vinyl  sheet  with  adhesive  on  the  back, 
that  comes  in  squares  up  to  12  inches.  These 
thin  sheets  of  vinyl  can  be  stripped  off  a 
paper  backing  and  then  applied  to  walls. 
They  come  with  various  surface  designs  as 
well  as  with  imbedded  designs. 

Whether  this  will  be  the  answer  to  the 
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perennial  bathroom  shower  problem  is  open 
to  question,  unless  an  overlap  is  used;  but 
the  material  may  have  other  applications, 
around  light  switches,  elevator  buttons,  and 
so  on. 

Whaf  s  in  a  reputation? 

Despite  an  attempt  to  stay  neutral  on 
items  until  they  are  proved,  we  find  our¬ 
selves  (and  we  suspect  we  are  not  alone) 
looking  with  lifted  eyebrow  at  a  new  prod¬ 
uct  from  an  unknown  manufacturer,  while 
we  listen  with  ill-concealed  interest  to  a  new 
product  from  a  manufacturer  who  is  na¬ 
tionally  known  and  respected  from  past  per¬ 
formance. 

For  example,  in  the  mail  comes  a  release 
from  Johns-Manville  on  their  Aquadam 
(slag-surfaced)  built-up  roofs.  In  the  same 
mail  is  a  story  from  the  Kay-Tite  Company, 
West  Orange,  New  Jersey,  about  their  “posi¬ 
tive  wall  moisture  barrier”  which  consists 
of  a  material  which  is  “painted”  on  the  in¬ 
side  of  masonry  walls  and  “will  keep  out  all 
moisture.” 

The  reactions  are  different  because  of  the 
lack  of  experience  with  Kay-Tite  and  which 
we  would  probably  neither  be  for  nor 
against,  but  merely  repxjrt.  In  fact,  we  quite 
agree  with  the  letter  we  got  from  one  CPM 
who  stated  that  we  should  not  put  a  “stamp 
of  approval”  on  a  product.  On  the  other 
hand,  neither  should  we  hide  products 
merely  because  we  do  not  have  a  basement 
wall  that  needs  coating.  If  you  have  a  base¬ 
ment  wall  condition,  we  recommend  you 
check  with  some  of  the  users  of  Kay-Tite 
mentioned  in  the  company’s  release.  These 
include:  Consolidated  Edison,  Studebaker, 
General  Motors,  Standard  Oil. 

Employee's  home  air  conditioners 

C.  P.  Yaglou,  Harvard  School  of  Public 
Health,  has  come  up  with  an  interesting 


thought  on  home  air  conditioners  which 
might  be  worth  thinking  about  in  the  prop¬ 
erty  management  field.  According  to  Mr. 
Yaglou,  since  our  employees’  good  sleep  is 
vital  to  their  work  on  the  job  the  next  day, 
it  is  to  our  selfish  interest  to  see  that  they  get 
a  good  night’s  sleep. 

His  theory  is  that  a  company  should  help 
to  finance  the  purchase  of  an  air  conditioner 
for  the  home  of  its  vital  employees.  With 
the  heat  wave  that  we  are  having  in  this  j 
part  of  the  country,  as  this  column  is  being  ' 
written,  we’re  inclined  to  agree.  For  build¬ 
ing  employees  who  live  in  the  building,  it 
might  be  possible  to  purchase  an  air  con¬ 
ditioner  that  goes  along  with  their  apart¬ 
ment.  For  those  who  live  outside,  it  might 
be  possible  to  get  a  special  wholesale  lot  and 
then  finance  them  through  the  company 
and  a  local  lending  institution.  If  this 
smacks  of  some  degree  of  paternalism  and 
collectivism,  it  may  be  that  a  much  better 
plan  can  be  worked  out.  But  we  know  for 
a  fact  our  own  secretary  works  better  since  t 
she  got  an  air  conditioner  in  her  own  home. 
And  that  goes  for  the  writer,  too.  Perhaps 
you  will  want  to  investigate  the  possibilities 
for  next  year,  or  set  up  a  purchasing  pro¬ 
gram  when  inventories  are  high  and  with  | 
models  which  will  have  become  obsolete  | 
(but  quite  satisfactory  for  use)  next  year.  1 

Waterproof  wax 

A  good  deal  of  push  is  being  given  these 
days  to  “waterproof”  and  “permanent” 
waxes.  The  problem  with  a  wax  that  is  “t(X) 
good”  is  that  it  creates  new  problems  while  J 
solving  the  old  ones.  Anyone  who  has  seen  j 
linoleum  with  a  few  coats  of  varnish  or  ' 
shellac  will  know  what  happens  when  too  | 
permanent  a  coating  is  put  over  linoleum  in  | 
the  form  of  wax.  \ 

No  matter  how  “permanent”  or  “water-  I 
proof”  the  wax,  it  will  be  worn  off  first  in  I 
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those  parts  of  the  floor  where  most  use  oc¬ 
curs.  This  means  that  there  will  be  uneven 
wear  on  the  wax,  and  that  the  whole  floor 
will  be  waxed  before  some  areas  have  had 
much  wax  worn  off  by  shoes.  In  a  few  wax- 
ings,  those  areas  which  were  worn  will  be¬ 
come  one  color,  and  those  which  were  not 
worn  will  acquire  a  darker,  dirtier  look. 

It’s  one  of  those  situations  where  you 
can’t  have  your  cake  and  eat  it,  too.  If  you 
want  the  areas  which  are  not  worn  to  be 
easy  to  clean  off  before  applying  the  new 
wax,  you  just  can’t  have  too  permanent  a 
wax  to  start  with. 

New  linoleum  designs 

There  is  no  question  that  floor  coverings 
have  improved  tremendously  in  design 
over  the  last  decade.  Typical  of  the  new 
good  looks  are  the  Florentine  patterns  of 
Pabco,  These  look  for  all  the  world  like 
heavy  oil  painting  strokes.  They  are  quite 
attractive  and  worth  looking  over  before 
selecting  your  next  linoleum. 

The  desire  for  individuality 

Nowhere  is  the  desire  for  individuality 
so  aptly  expressed  than  in  the  color  com¬ 
binations  of  the  new  cars  which  liven  up 
our  streets.  Gone  are  the  blacks  of  the  de¬ 
pression  era  and  in  their  place  is  a  succession 
of  gay,  sleek  cars.  You  can  pick  out  your  own 
in  the  parking  lot  from  half  a  block  down 
the  way. 

Property  managers  who  take  advantage  of 
this  desire  for  self  expression  and  individu¬ 
ality  will  be  well  repaid  for  their  acumen. 
Your  buildings  should  seek  an  air  of  indi¬ 
viduality,  and  apartments  and  offices  should 
exude  something  besides  the  institutional 
atmosphere. 

One  of  the  easiest  ways  to  create  individu¬ 
ality  in  furnished  apartments  is  by  draperies. 
With  the  wealth  of  materials  at  hand  today 


—the  bamboos,  plastics,  and  many  large  de¬ 
signs  of  a  contemporary  and  traditional 
nature— it  is  relatively  easy  to  create  a  “dif¬ 
ferent”  atmosphere  merely  by  careful  selec¬ 
tion  of  materials  and  designs. 

Even  in  unfurnished  apartments,  dra¬ 
peries  are  possible,  merely  by  stating  that 
you  didn’t  want  the  apartment  to  look  so 
barren  and  unlived  in,  and  that  the  tenant 
can  buy  the  draperies  at  the  wholesale  price, 
if  desired.  Try  it  sometime  and  see  if  it 
doesn’t  pay  dividends. 

Build  reputations  now 

When  occupancy  is  high  is  the  time  to 
build  the  reputation  of  your  buildings  and 
your  organization  as  a  manager  of  buildings. 
The  reputation  you  win  today  will  stand  you 
in  good  stead  when  other  buildings  have  a 
reduced  occupancy  because  of  changed  liv¬ 
ing  and  economic  conditions.  When  va¬ 
cancies  begin  to  appear,  buildings  with  good 
janitor  service,  pleasant  personnel  and  few 
troubles  for  tenants  will  find  themselves 
way  ahead  of  the  crowd.  It  may  seem  that 
the  day  of  reduced  occupancy  is  a  long  way 
off,  and  let’s  hope  it  is.  But  it  takes  little 
extra  work  now  to  do  the  few  extra  things 
that  will  make  your  operation  stand  out 
from  the  competition.  It  is  also  a  fact  that 
tenants  have  friends  who  own  buildings  and 
that  your  management  story  can  bring  re¬ 
sults  in  business  from  this  source  alone. 

Believe  it  or  not 

Now  we’ve  heard  everything!  This  time 
it’s  “Thro-a-Way”  paint  brushes  ranging 
from  1/2  in.  to  2  in.  Four  for  a  buck,  and 
throw  them  away  after  use.  Think  what  that 
would  do  to  your  maintenance  costs— or 
would  it?  Anyway,  they’re  better  for  the 
kids  who  won’t  clean  your  carefully  pre¬ 
served  white  Chinese  brush  which  you  keep 
at  home  for  touching  up. 
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Zud 

In  case  we  haven’t  mentioned  it  before, 
or  some  of  you  didn’t  read  that  particular 
column,  we  have  found  a  product  called 
“Zud”  to  be  one  of  the  best  removers  of 
rust,  coffee  and  other  stains  from  sinks  and 
bathtubs.  It’s  made  by  Rustain  Products, 
P.  O.  Box  502,  Fair  I.awn,  New  Jersey.  We 
readily  admit  it,  our  wife  was  the  one  who 
discovered  this  product. 

Uniforms 

While  most  property  managers  may  not 
have  a  problem  of  selection  of  uniforms,  it 
would  seem  that  the  time  is  rip>e  for  a  little 
more  brilliance  and  even  ostentation  for 
uniformed  employees.  Clothes,  both  sports 
and  business,  are  more  colorful  today  than 
in  many  a  decade.  And  it  may  be  that  gold 
braid  with  all  of  the  trappings  is  about  due 
for  a  return  to  doorman,  elevator  operator, 
bellboys,  waiters  and  waitresses.  Fancy  uni¬ 
forms  make  good  conversation  pieces  for 
your  properties,  and  they  will  probably  be 
worn  out  before  the  tide  swings  back  to 
conservatism. 

Screens 

We  highly  recommend  a  well-illustrated 
article  in  the  August,  1955,  issue  of  Good 
Housekeeping.  It’s  valuable  reading  for  all 
maintenance  men  responsible  for  decora¬ 
tion  in  their  buildings.  Twelve  pages  in 
color  show  different  types  of  screens  to  hide, 
separate,  or  merely  decorate  an  alcove,  wall, 
or  corner. 

Mirrors 

The  manufacturers  of  mirrors  are  adding 
many  new  touches  to  their  handiwork.  Be¬ 
sides  offering  all  shapes  and  sizes,  and  a  wide 
variety  of  frames  that  fit  in  with  almost  any 


scheme  or  period  style,  they  have  even  de-  j 
veloped  mirrors  with  inlaid  designs  as  an  | 
integral  part  of  the  mirror.  These  are  really  \ 
excellent  lobby  and  powder  room  mirrors  ■ 
—again,  in  the  conversation-piece  class,  be-  > 
cause  of  their  newness.  | 

Ammonia 

The  common  spirits  of  ammonia  found 
in  almost  any  kitchen  have  two  uses  not 
often  known.  One  use  is  for  loosening  up 
rusted  bolts  that  may  not  have  responded  to 
other  methods  of  loosening.  The  other  is 
to  wash  out  shellac  from  brushes  when  regu¬ 
lar  thinner  has  run  out.  Not  important- 
just  suggestions  to  keep  on  file. 

Storing  screens 

If  you  have  a  space  storage  problem  for 
screens  and  storm  windows,  you  may  find 
the  answer  at  your  hardware  wholesaler. 
There  are  now  on  the  market  aluminum 
strip  hangers  which  attach  to  the  ceiling  and 
hold  a  number  of  screens  or  storm  windows  ^ 
securely  yet  are  easy  to  remove.  They  are 
especially  valuable  for  buildings  where 
water  stands  on  the  floor  occasionally,  or 
flooding  sometimes  occurs,  since  this  storage 
will  help  prevent  rotting  of  wood  and  rust¬ 
ing  of  screen.  ’’ 

Rotting  outside  doors 

Practically  all  rotting  of  exterior  doors 
begins  at  the  bottom.  This  is  the  place  so 
often  missed  by  decorating  crews  because  ^ 
they  cannot  easily  get  at  it.  Some  managers 
require  such  doors  to  be  removed  and 
finished,  but  an  easier  solution  is  to  use  a  \ 
toothbrush  or  shoe  brush  to  apply  the  paint  j 
or  varnish  to  the  underside.  Checking  with 
your  finger  will  tell  you  whether  the  doors  ‘ 
are  being  properly  protected  at  this  im¬ 
portant  spot. 
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F.  Orin  Woodbury . Salt  Lake  City,  Utah 


Representing  Board  of  Directors,  NAREB 
Edward  G.  Hacker . Lansing,  Mich. 

Past  Presidents  on  Governing  Council 

Carey  Winston . Washington,  D.  C. 

Ormonde  A.  Kieb . Washington,  D.  C. 

Henry  G.  Beaumont . Beverly  Hills,  Calif. 

Stanley  W.  Arnheim . Pittsburgh,  Pa. 

J.  Russell  Doiron . Baton  Rouge,  La. 
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CHAPTER  OFFICERS,  1955  (' 

NEW  JERSEY  CHAPTER  jAMEs  A.  Hev/itt,  Second  y ice  President  | 

Charles  B.  Swensen.  President  *720  Eye  Street.  N.W . Washington.  D.C  t  J 


*83  Central  Avenue . jersey  City,  N.J. 

Frank  B.  Marino,  First  Vice  President 

24  Commerce  Street . Newark,  N.J. 

Charles  T.  Shakarjian,  Second  Vice  President 

2506  Bergenline  Avenue . Union  City,  N.J. 

Henry  N.  Stam,  Third  Vice  President 

5  Colt  Street . Paterson,  N.J. 

Vincent  A.  Boono,  Fourth  Vice  President 

73  Main  Street . Hackensack,  N.J. 

Rowland  R.  Harden,  Jr.,  Treasurer 

200  Marne  Avenue . Haddonfield,  N.J. 

Alfred  London,  Secretary 

276  Hobart  Street . Perth  Amboy,  N.J. 

PHILADELPHIA  CHAPTER 
H.  Walter  Graves,  President 

200  Bankers  Securities  Building . Philadelphia,  Pa. 

NEW  ENGLAND  CHAPTER 
Harold  E.  Waldron,  President 

645  Hancock  Street . Quincy,  Mass. 

Richard  A.  Dow,  Vice  President 

4  Brattle  Street . Cambridge,  Mass. 

Henry  G.  Kiccen,  Secretary -Treasurer 

1278  Beacon  Street . Brookline,  Mass. 

MICHIGAN  CHAPTER 
Jack  Caminker,  President 

3535  David  Stott  Building . Detroit,  Mich. 

Louis  L.  Pienta,  Vice  President 

1432  Dime  Building . Detroit,  Mich. 

Roy  C.  Hestwood,  Secretary -Treasurer 

1027  Penobscot  Building . Detroit,  Mich. 

LOS  ANGELES  CHAPTER 
William  J.  Sexton,  President 

900  Wilshire  Boulevard . Los  Angeles,  Calif. 

Frankun  G.  Klock,  First  Vice  President 

28  North  Marengo  Avenue . Pasadena,  Calif. 

Stephen  L.  Melnyk,  Second  Vice  President 

5134  North  Figueroa  Street . Ia)s  Angeles,  Calif. 

Allan  Storms,  Secretary-Treasurer 

760  South  Hill  Street . Los  Angeles,  Calif. 

PITTSBURGH  CHAPTER 
Sidney  A.  Schwartz,  President 

951  Penn  Ave . Pittsburgh,  Pa. 

George  H.  Hacke,  Vice  President 

617  East  Ohio  Street . Pittsburgh,  Pa. 

Joseph  J.  Gumberc,  Secretary-Treasurer 

630  Grant  Building . Pittsburgh,  Pa. 

GREATER  METROPOLITAN 
WASHINGTON  CHAPTER 

Milburn  j.  Donohoe,  Jr.,  President 

300  Independence  Avenue,  S.E . Washington,  D.C. 

George  E.  Lochte,  First  Vice  President 

1700  Eye  Street,  N.W . Washington,  D.C. 


Edward  J.  Walsh,  Secretary  > 

815  Eleventh  Street,  N.W . Washington,  D.C.  i 

Lloyd  E.  Turner,  Treasurer  || 

600  Seventh  Street,  N.W . Washington,  D.C.^ 

CINCINNATI  CHAPTER 


William  A.  Wurst,  President 

N.  W.  Cor.  Fourth  &  Walnut  Streets. .  .Cincinnati,  Ohio'_ 
John  W.  Boers,  Vice  President  f 

612  W.  Fifth  Street . Cincinnati,  Ohio! 

TULSA  CHAPTER  [ 

Morris  W.  Turner,  President  I 

II  W.  Sixth  Street . Tulsa,  Okla.  ’ 

Leemon  W.  Nix,  Vice  President 

1754  Utica  Square . Tulsa,  Okla. 

Lister  C.  Greene,  Secretary-Treasurer 

820  S.  Main . Tulsa,  Okla. 

ST.  LOUIS  CHAPTER 
Theodore  J.  Weber,  President 

6401  Manchester  Avenue . St.  Louis,  Mo. 

Adolph  N.  Soell,  Vice  President  , 

III  N.  Fourth  Street . St.  Louis,  Mo. 

V.  C.  McKenzie,  Secretary 

6394  Delmar  Boulevard . St.  Louis,  Mo. 

NEBRA.sk A  IOWA  CHAPTER 
Lloyd  M.  Peterson,  President  ■ 

500  First  National  Bank  Building . Omaha,  Nebr. 

Arthur  A.  Allwine,  Vice  President 

832  S.  24th  Street . Omaha,  Nebr. 

Robert  R.  Root,  Secretary-Treasurer 

515  S.  20th  Street . Omaha,  Nebr. 

MILWAUKEE  CHAPTER 
Erwin  A.  Henschel,  President 

4347  W.  Fond  du  lac  Avenue . Milwaukee,  Wise. 

Gene  J.  Hartung,  Vice  President  [ 

1802  W.  Center  Street . Milwaukee,  Wise. 

V.  L.  White,  Secretary-Treasurer  I 

229  E.  Wisconsin  Avenue,  Room  301 .  .Milwaukee,  Wise,  i 


DALLAS  CHAPTER 
C.  Gordon  Jackson,  Jr.,  President 

4505  N.  Central  Expressway . Dallas,  Tex. 

Durward  McDonald,  Jr.,  First  Vice  President  ■ 

602  Dan  Waggoner  Bldg . Ft.  Worth,  Texas 

E.  Morgan  Townsen,  Second  Vice  President 

700  Texas  Street . Fort  Worth,  Texas 

J.  W,  Lindsley,  Jr.,  Secretary-Treasurer 

1209  Main  Street . Dallas,  Texas 

KANSAS  CITY  CHAPTER 
Harold  E.  Denny,  President 

921  Baltimore  Avenue . Kansas  City,  Mo. 

J.  Ward  McPherson,  Vice  President 

Tenth  Street  and  Grand  Avenue . Kansas  City,  Mo. 


J 
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National  and  Chapter  Officers 


I  Eleanore  Ehelev,  Secretary-Treasurer 
1 1009  Baltimore  Avenue . Kansas  City,  Mo. 

t  MARYLAND  CHAPTER 

*  John  D.  Snyder,  President 

i  466514  Freedomway,  West . Baltimore,  Md. 

I  William  J.  Martin,  Vice  President 

I II  E.  Chase  Street . Baltimore,  Md. 

John  W.  Morris,  Secretary-Treasurer 
I  410  Morris  Building . Baltimore,  Md. 

COLORADO  CHAPTER 

'  Robert  Padgett,  President 

19  E.  Pikes  Peak . Colorado  Springs,  Colo. 

Clarence  V.  Coleman,  Vice  President 

1712  Welton  Street . Denver,  Colo. 

Richard  F.  Leach,  Secretary-Treasurer 

First  &  Main  Streets . Pueblo,  Colo. 

!  SAN  DIEGO  CHAPTER 

'  Stewart  Wicklin,  President 

1401  Sixth  Avenue . San  Diego,  Calif. 

T.  C.  Deverfaux,  Vice  President 

500  Bank  of  America  Building . San  Diego,  Calif. 

SOUTH  FLORIDA  CHAPTER 
Victor  E.  Corrigan,  President 

'  131  Shc-reland  Building . Miami,  Fla. 

I  Carl  G.  Harding,  Vice  President 

I  353  E.  Las  Olas  Boulevard . Ft.  Lauderdale,  Fla. 

j  Eleanor  Egeland,  Secretary 

I  138  Shoreland  Arcade . Miami,  Fla. 

j  Arthur  E.  Wise,  Treasurer 
3620  S.  W.  20th  Street . Miami,  Fla. 

MEMPHIS  CHAPTER 
Harry  D.  Dermon,  President 

106  Dermon  Building . Memphis,  Tenn. 

John  S.  Palmer,  Vice  President 

158  Madison  Avenue . Memphis,  Tenn. 

Taylor  H.  Bennett,  Secretary 

3169  Johnson  Avenue . Memphis,  Tenn. 

SAN  FRANCISCO  CHAPTER 
Jack  Jacobson,  President 

368  Bush  Street . San  Francisco,  Calif. 

Jules  Saxe,  Vice  President 

1222  N.  Noriega  Street . San  Francisco,  Calif. 

Charles  B.  Neuman,  Secretary 

I  Montgomery  Street . San  Francisco,  Calif. 

Eldon  T.  Peterson,  Treasurer 

4  Montgomery  Street . San  Francisco,  Calif. 

SACRAMENTO  VALLEY  CHAPTER 
Reid  J.  McClatchy,  President 

809  J  Street . Sacramento,  Calif. 
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Gordon  E.  Bush,  Vice  President 

815  J  Street . Sacramento,  Calif. 

Grace  Sebastian,  Secretary-Treasurer 

2116  J  Street . Sacramento,  Calif. 

CHICAGO  CHAPTER 
A.  L.  Alcorn,  President 

33  W.  Washington  Street . 

William  H.  Gerhardt,  Vice  President 

411  W.  Blackhawk  Street . 

John  R.  Higgins,  Treasurer 

10  S.  La  Salle  Street,  Room  1506 . 

Ralph  D.  Price,  Secretary 
10  S.  La  Salle  Street . 

INDIANAPOLIS  CHAPTER 
Donald  R.  Hueber,  President 

144  N.  Delaware  Street . Indiana{K>lis,  Ind. 

Thomas  C.  Keller,  Vice  President 

208  N.  Delaware  Street . Indianapolis,  Ind. 

James  H.  Farrar,  Secretary-Treasurer 

124  N.  Delaware  Street . Indianapolis,  Ind. 

GEORGIA  CHAPTER 
Robert  J.  Dotson,  President 

112  W.  Congress  Street . Savannah,  Ga. 

Jack  Robertson,  Vice  President 

P.  O.  Box  1638 . Atlanta,  Ga. 

Flew  Murphy,  Secretary 

488  Cherry  Street . Macon,  Ga. 

GREATER  NEW  YORK  CHAPTER 
Arthur  Eckstein,  President 

370  Seventh  Avenue . New  York,  N.Y. 

Morris  Spear,  Vice  President 

402  Fifth  Avenue . New  York,  N.Y. 

Harriet  Bensley,  Secretary-Treasurer 

149  Street  &  Third  Avenue . New  York,  N.Y. 

STATE  OF  WASHINGTON  AND  SOUTHERN 
BRITISH  COLUMBIA  CHAPTER 


Frank  W.  Nolan,  President 

2nd  and  Spring  Streets . Seattle,  Wash. 

Ruby  M.  Wright,  Secretary 

8o50-35th  Avenue,  N.  E . Seattle,  Wash. 

HOUSTON  CHAPTER 
C.  Malcolm  Hamilton,  President 

616  Fannin  Street . Houston,  Tex. 

Joe  M.  Sam,  Vice  President 

1820  Calhoun  Avenue . Houston,  Tex. 

Ben  B.  Neuhaus,  Secretary-Treasurer 

818  Union  Natl.  Bank  Building . Houston,  Tex. 


.Chicago,  111. 
Chicago,  III. 
Chicago,  III. 
Chicago,  III. 


Advisory  Boards  &  Committees 


INSTITUTE  OF  REAL  ESTATE  MANAGEM  ENI 


DIVISION  OF  EDUCATION,  1955 


Lloyd  D.  Haniokd,  Chairman 

. San  Francisco,  Calif. 

Henry  G.  Beaumont . Beverly  Hills,  Calif. 

Georce  Brush . Los  Angeles,  Calif. 

Kendall  Cady . Chicago,  Ill. 

Charles  Christel . St.  Louis,  Mo. 

Gordon  Tarr . Cincinnati,  Ohio 

Delbert  S.  Wenzlick . St.  Louis,  Mo. 


Textbook  &  College  Contacts  Committee 

55  Delbert  S.  Wenzlick,  Chairman . St.  Louis,  Mo. 

56  Stanley  W.  Arnheim,  Vice  Chairman 

. Pittsburgh,  Pa. 

57  Howard  Bliss . Detroit,  Mich. 

Speakers’  Bureau  and  Panels  Committee 

56  Charles  Christel,  Chairman . St.  Louis,  Mo. 

55  Jules  Saxe,  Vice  Chairman. . .  .San  Francisco,  Calif. 

Instruction  and  Training  Committee 
55  Kendall  Cady,  Chairman . Chicago,  Ill. 


57  J.  Wallace  Paletou,  Vice  Chairman 

. New  Orleans  La.  *' 

56  CiiAS.  J.  Kydd . East  Orange,  N.  J. ' 

I’ 

Publications  Committee  >. 

55  Henry  G.  Beaumont,  Chairman  f 

. Beverly  Hills,  Calif.  ^ 

57  William  Walters,  Jr.,  Vice  Chairman  r 

. Los  Angeles,  Calif. , 

55  James  C.  Downs,  Jr.,  Journal  Editor. .  .Chicago,  Ill.  ’ 
55  Robert  T.  Hichfield . Washington,  D.  C.  ’ 

Research  Committee 

55  Gordon  Tarr,  Chairman . Cincinnati,  Ohio! 

56  George  Pipe,  Vice  Chairman . Detroit,  Mich.  < 

57  Van  Holt  Garrett,  Jr . Denver,  Colo.  E 

Standards  &  Planning  Committee 

57  George  Brush,  Chairman . Los  Angeles,  Calif. ' 

56  Felix  T.  Thoeren,  Vice  Chairman  f 

. Beverly  Hills,  Calif. 

55  WiLUAM  S.  Everett . Chicago.  III.  > 


COMMITTEES.  1955 


ACCREDITING  COMMITTEE 

55  Carl  A.  Mayer,  Chairman . Cincinnati,  Ohio 

55  Wiluam  S.  Everett  Vice  Chairman. .  .Chicago,  Ill. 

55  Warner  G.  Baird . Chicago,  Ill. 

56  Henry  G.  Beaumont . Beverly  Hills,  Calif. 

57  A.  T.  Beckwith . Miami,  Florida 

56  J.  Clydesdale  Cushman . New  York,  N,  Y. 

55  H.  D.  Dermon . Memphis,  Tenn. 

55  Robert  J.  Dotson . Savannah,  Ga. 

57  Kenneth  Draper . Detroit,  Mich. 

55  Hal  G.  Easton . Omaha,  Nebr. 

57  Wm.  D.  Galbreath . Memphis,  Tenn. 

57  Howard  H.  Gilbert . Cambridge,  Mass. 

56  Robert  C.  Goodman  . Norfolk,  Va. 

56  Ewart  W.  Goodwin . San  Diego,  Calif. 

56  H.  Walter  Graves . Philadelphia,  Pa. 

56  Albert  T.  Grim  stead . Quebec,  Canada 

55  Joseph  J,  Gumburg . Pittsburgh,  Pa. 

57  Lloyd  D.  Hanford,  Jr . San  Francisco,  Calif. 

55  Robert  T.  Highfield . Washington.  D.  C. 

57  H.  P.  Holmes . Detroit,  Mich. 

55  O.  B.  Johnston . Tulsa,  Okla. 

57  George  Ditson  Jones . Long  Beach,  Calif. 

56  Charles  J.  Kydd . East  Orange,  N.  J. 

55  Frank  J .  Lort . Denver,  Colo. 

56  FEank  MacBride,  Jr . Sacramento,  Calif. 

57  Wm.  j.  Martin . Baltimore,  Md. 

56  Wiluam  McAinsh,  Jr . Washington,  D.  C. 


56  John  Ogden . Milwaukee,  Wis. 

55  George  J.  Pipe . Detroit,  Mich. 

57  Jules  Saxe . San  Francisco,  Calif.  ) 

55  Waldemar  Spliid . Portland,  Ore.  j 

57  R.  B.  Wagcoman . Albuquerque,  N.  M. 

56  F.  PocHE  Waguespack . New  Orleans,  La. 

57  Theodore  J.  Weber . St.  Louis.  Mo.  | 

56  F.  Orin  Woodbury . Salt  Lake  City,  Utah 

ADMISSIONS  COMMIT!  EE 

55  Wm.  a.  P.  Watkins,  Chairman . Chicago,  Ill.  » 

55  Lloyd  D.  Hanford,  Vice  Chairman 

. San  Francisco,  Calif. 

56  William  S.  Brenza . Miami,  Fla. 

57  Scott  N.  Brown . Chattanooga,  Tenn.  • 

55  J.  T.  Chiott . Asheville,  N.  C. 

56  Charles  Christel . St.  Louis,  Mo.  , 

57  Edmund  Cook . Princeton,  N.  J. 

57  Berkley  W.  Duck,  Jr . Indianapolis,  Ind.  * 

57  Arthur  Eckstein . New  York,  N.  Y.  . 

57  George  C.  Ewald . Detroit,  Mich.  | 

56  Emanuel  Falk . Newport  News,  Va. 

57  Ellis  Goodman . Camden,  N.  J.  ' 

57  T.  G.  Grant . Tulsa,  Okla.  . 

56  John  R.  Higgins . Chicago,  Ill.  ’ 

55  J.  E.  Hollenbeck . W.  Palm  Beach,  Fla. 

57  Bret  Kelly . Pueblo,  Colo.  ' 

55  A.  F.  Kerns . Memphis,  Tenn.  j 
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55  John  J.  Lawler,  Jr . Pittsburgh,  Pa. 

56  Rex  B.  Little . San  Diego,  Calif. 

37  George  F.  Lochte . Washington,  D.  C. 

55  Reid  J.  McClatchy . Sacramento,  Calif. 

56  Dunward  McDonald,  Jr . Fort  Worth,  Tex. 

35  Vincent  Mead . San  Francisco,  Calif. 

j  37  Stephen  L.  Melnvk . Los  Angeles,  Calif. 

I  35  J.  Wallace  Paletou . New  Orleans,  La. 

ji  35  Kenneth  R.  Rice . Norfolk,  Va. 

I  35  John  D.  Snyder . Baltimore,  Md. 

(  57  Frank  R.  Sylvester . Boston,  Mass. 

i  36  R.  Gordon  Tarr . Cincinnati,  Ohio 

35  Felix  T,  Thoeren . Beverly  Hills,  Calif. 

36  John  B.  Wadsworth . Council  Bluffs,  Iowa 

36  Richard  Works . Dallas,  Texas 

36  Harry  D.  Woodward . Kansas  City,  Mo. 

AMO  PROMOTION  COMMITTEE 

57  Raymond  Bosley,  Chairman . Toronto,  Canada 

57  Carlton  Schultz,  Vice  Chairman.  .Cleveland,  Ohio 
56  A.  T.  Beckwith . Miami,  Fla. 

55  David  W.  Childs . Kansas  City,  Mo. 

56  Hal  Easton . Omaha,  Nebr. 

57  Stephen  Melnyk . Los  Angeles,  Calif. 

55  L.  F.  Niles . Cambridge,  Mass. 

55  R.  K.  Sheriff . Kansas  City,  Mo. 

56  R.  B.  Waccoman . Albuquerque,  N.  M. 

BUDGET  AND  FINANCE  COMMITTEE 
55  William  A.  P.  Watkins,  Chairman. . .  .Chicago,  Ill. 

55  Warner  Baird,  Vice  Chairman . Chicago.  Ill. 

55  Arthur  Eckstein . New  York,  N.  Y. 

BY-LAWS  AND  REGULATIONS  COMMITTEE 

57  J.  Wallace  Paletou,  Chairman . .  New  Orleans,  La. 

55  Kendall  Cady . Chicago,  Ill. 

56  D.  P.  Ducy . Pueblo,  Colo. 

Advisory  Committee  on  By-laws  and  Regulations 

55  David  W.  Childs . Kansas  City,  Mo. 

55  Berkley  W.  Duck,  Jr . Indianapolis,  Ind. 

55  Robert  T.  Hicheield . Washington,  D.  C. 

55  Carl  A.  Mayer . Cincinnati,  Ohio 

55  William  A.  P.  Watkins . Chicago,  Ill. 

CHAPTER  PRESIDENTS  COMMITTEE 

55  Arthur  Eckstein,  Chairman . New  York,  N.  Y. 

55  Theodore  J.  Weber,  Vice  Chairman.  .St.  Louis,  Mo. 

55  A.  L.  Alcorn . Chicago,  Ill. 

55  Jack  Caminker . Detroit,  Mich. 

55  Victor  E.  Corrigan . Miami,  Fla. 

55  Harold  E.  Denney . Kansas  City,  Mo. 

55  Harry  D.  Dermon . Memphis,  Tenn. 

55  Milburn  J.  Donohoe,  Jr . Washington,  D.  C. 

55  Robert  J.  Dotson . Savannah,  Ga. 

55  H.  Walter  Graves . Philadelphia.  Pa. 

55  Erwin  A.  Henschel . Milwaukee,  Wis. 

55  Donald  R.  Hueber . Indianapolis,  Ind. 

55  C.  Gordon  Jackson,  Jr . Dallas,  Tex. 

55  Jack  Jacobson . San  Francisco,  Calif. 

55  William  J.  Martin . Baltimore.  Md. 

55  Reid  J.  McClatchy . Sacramento,  Calif. 

55  Robert  Padgett . Colorado  Springs,  Colo. 


55 

Lloyd  M.  Peterson . 

55 

Sidney  A.  Schwartz . 

. Pittsburgh,  Pa. 

55 

Wm.  J.  Sexton . 

55 

Charles  B.  Swensen . 

55 

Morris  W.  Turner . 

. Tulsa,  Okla. 

55 

Harold  E.  Waldron . 

55 

Stewart  Wicklin . 

55 

William  A.  Wurst . 

CONVENTION.  MEETINGS  AND 
DISPLAY  COMMITTEE 

55  Boyd  E.  Wilson,  Chairman . New  York,  N.  Y. 

55  Howard  M.  Sonn,  Vice  Chairman.  .New  Y'ork,  N.  \. 
55  George  J.  Pipe,  Vice  Chairman 

of  Displays . Detroit,  Mich. 

55  Arthur  Eckstein .  New  Y  ork,  N.  Y. 

55  Emanuel  E.  Falk . Newport  News,  Va. 

55  Maxine  R.  Hammond . Dayton,  Ohio 

55  Morton  S.  Kline . Trenton,  N.  J. 

55  Carl  A.  Mayer . Cincinnati,  Ohio 

55  Waldemar  Spliid . Portland,  Ore. 

ETHICS  AND  DISCIPLINE  COMMITTEE 
57  Robert  C.  Nordblom,  Chairman _ Boston,  Mass. 

56  D.  P.  Ducy,  Vice  Chairman . Pueblo,  Colo. 

55  Arthur  Eckstein . New  Y’ork,  N.  Y, 

EXECUTIVE  COMMITI  EE 

55  William  A.  Walters,  Chairman .  Los  Angeles.  Calif. 

55  Stanley  W.  Arnheim . Pittsburgh,  Pa. 

55  George  C.  Brush . Los  Angeles,  Calif. 

55  J.  Russell  Doiron . Baton  Rouge,  La. 

55  Lloyd  D.  Hanford . San  Francisco,  Calif. 

55  J.  Wallace  Paletou . New  Orleans,  La. 

55  Durand  Taylor . New  Y'ork,  N.  Y. 

MEMBERSHIP  COMMITTEE 

55  Grant  A.  Benson,  Jr.  Chairman . Omaha,  Nebr. 

55  Sidney  A.  Schwartz,  Vice  Chairman 

. Pittsburgh,  Pa. 

55  A.  L.  Alcorn,  Chapter  President . Chicago,  Ill. 

55  Jack  Caminker,  Chapter  President. . . Detroit,  Mich. 
55  Victor  E.  Corrigan,  Chapter  President.  Miami,  Fla. 
55  Harold  E.  Denney,  Chapter  President 

. Kansas  City,  Mo. 

55  Harry  D.  Dermon,  Chapter  President 

. Memphis,  Tenn. 

fiK  Milburn  I.  Donohoe,  Ir.,  Chapter  President 

. Washington,  D.  C. 

55  Robert  J.  Dotson,  Vice  President. .  .Savannah,  Ga. 
55  Arthur  Eckstein,  Chapter  President 

. New  York,  N.  Y. 

55  Emanual  E.  Falk,  Vice  President 

. Newport  News,  Va. 

55  Herbert  E.  Goldberg,  Vice  President 

. East  Orange,  N.  J. 

55  H.  Walter  Graves,  Chapter  President 

. Philadelphia,  Pa. 

55  Lloyd  D.  Hanford,  Vice  President 

. San  Francisco,  Calif. 

55  Erwin  A.  Henschel,  Chapter  President 

. Milwaukee,  Wis. 
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55  Donald  R.  Huebfr,  Chapter  President 

. Indianapolis,  Ind. 

55  C.  Gordon  Jackson,  Jr.,  Chapter  President 
'  . Dallas,  Texas 

55  Jack  Jacobson,  Chapter  President 

. San  Francisco,  Calif. 

55  John  Lawler,  Jr.,  Vice  PrwidenL  .Pittsburgh,  Pa. 

55  Frank  L.  Lort,  Vice  President . Denver,  Colo. 

55  William  J.  Martin,  Chapter  President 

. Baltimore,  Md. 

55  Reid  J.  McClatchy,  Chapter  President 

. Sacramento,  Calif. 

55  Robert  Padgett,  Chapter  President 

. Colorado  Springs,  Colo. 

55  Lloyd  M.  Peterson,  Chapter  President 

. Omaha,  Nebr. 

55  George  J,  Pipe,  Vice  President . Detroit,  Mich. 

55  Harold  J.  Rieger,  Vice  President . Chicago,  Ill. 

55  William  J,  Sexton,  Chapter  President 

. Los  Angeles,  Calif. 

55  Raymond  K.  Sheriff,  Vice  President 

. Kansas  City,  Mo. 


55  Waldemar  Spliid,  Vice  President. . .  .Portland,  Ore. 

55  Chas.  B.  Swensen,  Chapter  President 

. Jersey  City,  N.  J. 

55  Frank  R.  Sylvester,  Vice  President. .  .Boston,  Mass. 

55  Morris  W.  Turner,  Chapter  President  .Tusln,  Okla. 

55  Harold  E.  Waldron,  Chapter  President 

. Quincy,  Mass. 

55  Theodore  J.  Weber,  Chapter  President 

. St.  Louis,  Mo. 

55  Stewart  Wicklin,  Chapter  President 

. San  Diego,  Calif. 

55  Richard  V.  Works,  Vice  President. .  .Dallas,  Texas 

55  William  A.  Worst,  Chapter  President 

. Cincinnati,  Ohio 

NOMINATING  COMMITTEE 

55  J.  Russell  Doiron,  Chairman. . .  .Baton  Rouge,  La. 

55  Stanley  W.  Arnheim,  Vice  Chairman 

. Pittsburgh,  Pa. 

55  Raymond  Bosley . Toronto,  Canada 

55  D.  P.  Ducy . Pueblo,  Colo. 

55  J.  L.  Hearin . Tampa,  Fla, 


PAST  PRESIDENTS’  CLUB 


J.  William  Markeim,  Philadelphia,  Pa.,  Chairman . 1941 

J.  Russell  Doiron,  Baton  Rouge,  La.,  Secretary-Treasurer . 1954 

•Howard  E.  Haynie,  Chicago,  111 . >934~35 

Edward  G.  Hacker,  Lansing,  Mich . 1936 

Harry  A.  Taylor,  East  Orange,  N.  J . 1937 

James  C.  Downs,  Jr.,  Chicago,  Ill . >938-39 

H.  P.  Holmes,  Detroit,  Mich . 1940 

Robert  C.  Nordblom,  Boston,  Mass . 1942 

George  R.  Morrison,  Denver,  Colo . 1943 

Charles  F.  Curry,  Kansas  City,  Mo . 1944 

Delbert  S.  Wenzlick,  St.  Louis,  Mo . 1945-46 

Durand  Taylor,  New  York,  N.  Y . 1947 

Kendall  Cady,  Chicago,  111 . 1948 

D.  P.  Ducy,  Pueblo,  Colo . 1949 

Carey  Winston,  Washington,  D.  C . 1950 

Ormonde  A.  Kieb,  Washington,  D.  C . 1951 

Henry  G.  Beaumont,  Beverly  Hills,  Calil . 1952 

Stanley  W.  Arnheim,  Pittsburgh,  Pa . 1953 


•  Deceased 
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